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HE unhappy effects of excessive 

drinking, temporarily at any rate, 
on human mental processes are well 
known; it is one of the ironies of the 
history of prohibition that otherwise 
solid and intelligent persons have 
quickly succumbed to the same heady 
influences when engaged merely in 
talking about drinking. If at this late 
date a scientific refutation of the tall 
claims made by the drys during 1913- 
17 is still needed—that the outlawing 
of drink was to make the American 
people forever sober, speed up the 
processes of industry, improve public 
health and release the worker’s dollar 
for the purchase of new consumption 
goods—then the interested reader is 
referred to Dr. Clark Warburton’s 
competent study The Economics of 
Prohibition (New York: Columbia 
University Press, 1932). Dr. Warbur- 
ton in a single preliminary sentence, 
that is at the same time a model of 


scholarly understatement, disposes of 
the whole matter when he says: “With 
the collapse in late 1929 and early 
1930 of the ‘new economic era’ most 
of the arguments, * * * especially 
those relating to the effect of prohibi- 
tion upon prosperity, have become 
obsolete.” 


If the drys today are chewing the 
cud of reflection, the ranks of the 
talkative have by no means been 
thinned. The wets have filled them 
out, volubly promising as much if not 
more by the repeal of prohibition as 
their foes, a brief decade and a half 
ago, had promised for its inaugura- 
tion. In this article we shall concern 
ourselves only with the results of the 
imminent legalization of beer, for the 
repeal of the Eighteenth Amendment 
is, it must be apparent, less likely to 
be accomplished without a determined 
fight on the part of the drys. Al- 
though it is impossible to contemplate 
the repeal of the Eighteenth Amend- 
ment within the very near future, the 
legalization of beer is so assured that 
one can hardly claim boldness for the 
prognostication. 

What is the wet position on the eve 
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of the modification of the Volstead 
act and the return of beer? Wets are 
making the following brave asser- 
tions: First, that the legalization of 
beer will start the wheels of a great 
industry going once again; second, 
that it will afford new opportunities 
for employment for a vast army of 
men; third, that it will aid in agricul- 
ture’s revival; fourth, that it will help 
fill the already emptied coffers of the 
national government and that if it 
will not balance the budget at least it 
will make a substantial contribution 
toward meeting a deficit which may 
be $2,000,000,000 by June 30, 1933; 
fifth, that it will go far toward help- 
ing our public authorities cope with 
the problem of organized crime. The 
press in the closing weeks of 1932 was 
so full of contentions of this sort that 
it is hardly necessary to cite specific 
examples. A dispassionate examina- 
tion of these claims, however, is in 
order, for undoubtedly countless per- 
sons have come to believe them, if not 
with the same pitch of enthusiasm, 
certainly with some hope that the re- 
turn of beer will improve the present 
economic and fiscal situation. 
Assuming then that sooner or later 
Congress will legalize the manufac- 
ture, sale and transportation of beer 
with an alcoholic content of from 
2.75 to 4 per cent by volume, two 
questions still require answer: What 
will be the dispensing agencies? And 
where may the beverage be sold? 
Both political parties—echoing the 
sentiment of all reasonable persons— 
agree that the abolition of the saloon 
was a laudable achievement and there 
is no possible hope for its revival; 
indeed any measure passed during the 
present short session of Congress 
which does not explicitly outlaw the 
saloon is bound to receive President 
Hoover’s veto. Therefore the average 
American who in pre-prohibition days 
usually got his drink at the conveni- 
ently located “poor man’s club’— 
either at the open bar or else in a 
container for off-premise consump- 
tion—will have to resort to other 
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agencies, to restaurants and eating 
places generally, where he will have 
to buy a meal at the same time, or to 
the breweries for bottled beer to be 
drunk in the home. The comparatively 
few persons who frequent hotels or 
belong to clubs may obtain their 
glasses of beer with a little less dif- 
ficulty. Perhaps in time, and for the 
service of the working population, we 
shall see the legal establishment of 
beer parlors or taverns of the sort 
now existing in the Canadian Prov- 
inces of Alberta, British Columbia, 
Manitoba and Quebec. In the near 
future, however, beer will not be so 
easy to obtain, and because a large 
retail business in draught beer, as 
existed when the saloon was the chief 
dispensary, will not be possible, both 
bulk consumption and price are likely 
to be affected. 

It is also important to remember 
that the area of sale is definitely re- 
stricted. The amendment of the Vol- 
stead act will not automatically mod- 
ify or repeal State enforcement laws, 
whose definitions of an intoxicating 
beverage are in many instances even 
more extreme than the one-half of 1 
per cent fixed by Federal statute. But 
fifteen States to date have repealed 
their enforcement laws; these together 
in 1930 had a population of 43,370,000 
or 35.3 per cent of the population of 
the continental United States. Such is 
the wet area where legalized beer will 
be sold freely. In the remaining thirty- 
three States, accounting for 64.7 per 
cent of the country’s people, it will be 
possible to check the open operation 
of local breweries by appeal to the 
State courts and the shipment of beer 
across State lines from wet areas by 
appeal to the Federal courts. The 
Webb-Kenyon law of 1913 and the 
Reed amendment of 1917 are still on 
the statute books, and their existence 
tends to throw a high wall of protec- 
tive Federal law around the dry areas. 
This state of affairs must be clearly 
understood before it is possible to 
estimate the economic and fiscal ef- 
fects of the return of beer. 
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In 1914 the march of the dry States 
began and by the end of 1916 prohibi- 
tion existed in twenty-three American 
Commonwealths. Actually, however, 
only twelve were bone dry because 
the laws in the other eleven States, 
while they prohibited the manufacture 
and sale of alcoholic beverages, did 
allow home brewing and wine making, 
or permitted importation for personal 
use or both. The importation allow- 
ance in the case of beer was generous 
—usually five gallons every fifteen 
days. The Federal Webb-Kenyon law 
merely prohibited shipments into the 
dry States of liquor which was “in 
violation” of State codes; in brief, it 
could not check importation into pre- 
sumably dry areas where such im- 
portation for personal use was not 
unlawful. Thus, at the end of 1916 the 
wet area, certainly as far as beer for 
home consumption was concerned, 
consisted of thirty-six States with an 
estimated population of 87,399,000, 
that is, 86.2 per cent of the country’s 
total. 

The Reed amendment of 1917 dras- 
tically changed the situation. This 
Federal enactment outlawed all liquor 
shipments in interstate commerce into 
dry States, whether or not the local 
statutes had permitted importation for 
home use. 

The Supreme Court, in commenting 
on the statute (actually a rider to 
the Postoffice Appropriation act of 
March 3, 1917), pointed out: “In the 
passage of the Reed amendment it 
was intended to take another step in 
legislation under the authority of the 
commerce clause. The order, 
purchase or transportation in inter- 
state commerce, save for certain ex- 
cepted purposes, is forbidden. The ex- 
ceptions are specific and are those for 
scientific, sacramental, medicinal or 
mechanical purposes.” * * * And 
later on in the same decision: “That 
the State saw fit to permit the intro- 
duction of liquor for personal use in 
limited quantity in no wise interferes 
with the authority of Congress * * * 
to make the prohibition against inter- 
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state shipment contained in this act.” 

As a result of this, in 1919, shortly 
before the inauguration of nation-wide 
prohibition, the wet area comprised 
those fifteen States not having dry 
laws on their statute books, and these, 
according to the 1920 census, had a 
population of 50,275,000, that is, only 
47.6 per cent of the nation’s total. The 
distinction between the status of pro- 
hibition in 1916 and in 1919 is im- 
portant and must be borne in mind 
when we seek to estimate the probable 
beer consumption and the total Fed- 
eral revenues to be realized from beer 
in 1933. It can be seen at once that the 
1933 situation more nearly approxi- 
mates that of 1919, when the wet area 
was definitely fixed and when the ex- 
cise on beer was more nearly like the 
rate proposed today. 

With the legalization of the liquor 
industries, and more particularly with 
the return of beer, what may we ex- 
pect as far as a general economic im- 
provement is concerned? The com- 
parative economic unimportance of 
the liquor industries in the period 
before prohibition has apparently 
been forgotten. According to the 1914 
census of manufactures there were in 
all but 2,099 establishments making 
distilled, malted and vinous beverages 
in the United States, or less than 1 
per cent of all industrial plants. Of the 
2,099, breweries accounted for 1,250 
and malting works for 97. In terms 
of capitalization the liquor industries 
presented a somewhat better ratio— 
the value of plants, equipment and the 
like being $962,482,000, or 4.2 per cent 
of the total industrial capitalization. 
The brewery properties were valued at 
$792,914,000; the malting work prop- 
erties at $46,767,000. 

How many persons were employed 
in the liquor industries at the heyday 
of their careers? In all, to be exact, 
88,232 persons, of whom 72,646 were 
wage earners and 15,586 were salaried 
employes. This group of less than 
90,000 people represented not more 
than 1 per cent of the nation’s indus- 
trial population! To round out the 
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picture completely, though the figures 
have no significance as far as the im- 
mediate problem is concerned, there 
were also, according to the 1910 cen- 
sus, 68,000 saloonkeepers and 101,000 
bartenders in the United States. Thus 
the direct total wage and salary earn- 
ing population dependent upon the liq- 
uor industries was never more than 
300,000. An industry—speaking of 
brewing and malting alone—having 
not much more than $850,000,000 cap- 
ital value and employing about 80,000 
persons cannot be regarded as a major 
economic enterprise. 

Even if we are to put the most 
cheerful face on the matter, being 
thankful for slight opportunities for 
industrial expansion, we must recog- 
nize that a brewing industry, both in 
its legal and illegal aspects, already 
exists. The Federal Prohibition Bu- 
reau itself has estimated that the il- 
licit liquor trades are now employing 
more than 1,000,000 persons and 
utilizing capital of about $2,000,000,- 
000. These figures are not unreason- 


able in the light of the economic na- 
ture of the business. Being illegal, it 
must necessarily operate in small units 
instead of effecting the economies that 
would be possible by large-scale pro- 


duction and distribution. Besides, 
a large private policing force—gang- 
sters—is necessary to assure the in- 
dustry some measure of stability. It 
is to be questioned whether the return 
of beer will completely eliminate the 
illegal, wildcat and alley breweries 
from the scene: their operators have 
become skilled entrepreneurs and they 
have too large an economic stake in 
brewing to allow them to quit volun- 
tarily. Moreover, they will receive en- 
couragement from dishonest dis- 
pensers if the tax on beer is high 
enough to make cheating worth while. 


In the second place, the legal brew- 
eries are still with us, because some 
brewers have accepted the mandate of 
the Volstead act and proceeded to con- 
tent themselves with the manufacture 
of near beer. Actually these operators 
have been producing real beer all the 
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time, merely de-alcoholizing their bev- 
erage to make it fit the legal require- 
ment of one-half of 1 per cent. To turn 
out beer with an alcoholic content of 
from 2.75 to 4 per cent would, if any- 
thing, simplify the industrial proc- 
esses. The fact is, in New York City 
alone there are at present in operation 
fourteen legal plants which probably 
with a slight expenditure of capital for 
improvements and payroll additions 
would be in a position to furnish all 
the real beer required by the metro- 
politan area, if not for a much larger 
zone. Undoubtedly a certain amount of 
money will be spent in capital outlays, 
for the refurnishing of plants, the ex- 
pansion of bottling departments and 
the acquisition of motor trucks. But 
brewers are more likely than not to 
go slow until they are in a position 
more accurately to gauge the size of 
the demand and the nature of the 
competition they are to meet from 
illicit operators. 

Brewers have optimistically de- 
clared that with the return of beer 
new capital expenditures will be in 
the neighborhood of $200,000,000 and 
there will be jobs for at least 1,250,000 
persons. This latter estimate, of 
course, includes not only opportunities 
for employment in brewing and malt- 
ing directly but also in allied activi- 
ties like cooperage works, machine 
shops, glass-making plants and trans- 
portation. In the light of the facts that 
from 1909 to 1914—when brewing 
was undergoing a decided transforma- 
tion as the result of the introduction 
of mechanization and chemical con- 
trol—capital expansion increased only 
a little more than $100,000,000 and 
the number of jobs increased less than 
20,000, there is room for considerable 
skepticism. And whether or not other 
industries will profit from beer’s re- 
turn will depend upon the brewers’ 
willingness to spend money with a lav- 
ish hand. The present indications are 
against it. 

The picture further loses some of 
its roseate tints when we realize that 
other industries will be adversely af- 





IF BEER RETURNS 


fected. Since prohibition a large and 
thriving beverage industry has sprung 
up; also, in the same period, the con- 
sumption of milk has greatly increased. 
Americans in recent years have ac- 
quired new—soft and hard—drink- 
ing habits. If they are persuaded to 
go back to the old table beverage of 
beer the manufacturers and processers 
of carbonated and fruit beverages and 
fresh fruit juices, and the dairy indus- 
try as well, are going to suffer severe 
losses. We are indebted to Dr. War- 
purton’s ingenious calculations for an 
idea of the marked changes that have 
taken place in American soft-drink- 
ing habits since 1914. He estimates 
that between 1914 and 1930 the na- 
tion’s per capita consumption of cof- 
fee has increased from 10.14 to 12.80 
pounds, of bottled carbonated bever- 
ages from 1.7 to 6.6 gallons, of Coca- 
Cola from .07 to .23 gallons and of 
milk—in the New York metropolitan 
area—from 34.1 to 49.3 gallons. 
Finally, we must not lose sight of 
the fact that the present illicit liquor 
traffic in every sense conforms to the 
definition of an economic enterprise: 
it utilizes capital for plant and equip- 
ment, hires labor, buys raw materials, 
processes them into finished goods 
and operates distributing agencies. 
If anything, in a period like the pres- 
ent, it is more desirable economically 
than legitimate business because of 
its quick consumption of capital goods 
—due to seizures by law enforcement 
authorities of stills, breweries, trucks, 
boats and the like—and its high labor 
costs. The fireman tending the fires 
of a wildcat brewery, the driver of a 
truck hauling illegal beer, the armed 
thug guarding him against possible 
attack by hijackers, the barkeeper of 
a well-patronized roadhouse; these 
are workingmen, honest or not is be- 
side the point, who perform services 
and receive wages. Just as their em- 
ployers are entrepreneurs. For do they 
not operate plants and even borrow 
capital from reputable banks to fi- 
nance and improve their businesses? 
The better the legitimate brewers will 
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gain mastery over the situation—us- 
ing capital and giving jobs to men— 
the more certain they will be to throw 
other men out of jobs and close up 
old opportunities for investment and 
profit. At the present moment it 
seems to be six of one and half a 
dozen of the other as far as the total 
gain to economic society is concerned. 

In the case of agriculture, too, it 
has been impossible to present a sim- 
ple statement, for farmers have both 
lost and profited from prohibition. 
Dr. Warburton puts the estimated an- 
nual loss to farmers, on account of the 
reduced demands of breweries particu- 
larly, as follows: 


Barley: 38,000,000 bushels @ 
57c per bush el 
= 29,000,000 Ib. 


— 140,000,000 Ib. 


$21,660,000 


@ 18c per 
5,220,000 
pelbnatotie 2,940,000 
Corn and corn products: 9,000,- 
000 bushels @ 75c per bushel. 
Sugar and sugar products: 
More than offset by in- 
creased use for beverage 
spirits 
$36,570,000 
The corn growers who formerly sold 
to distillers lost a market of from 
17,000,000 to 24,000,000 bushels of 
their grain annually; but the corn 
growers who came in the decade of 
the 1920s to sell to corn-sugar manu- 
facturers or who learned to operate 
stills themselves, found a market for 
about 20,000,000 bushels. The rye 
growers were not compelled to con- 
tract acreage, nor has there been a 
decline in the quantity of molasses 
produced. It is true that, because of 
the falling off of brewing during pro- 
hibition, there was a loss suffered by 
the producers of the farm articles en- 
tering into the making of beer, name- 
ly, barley, hops, rice, corn and corn 
products, and sugar and sugar prod- 
ucts. On the other hand, milk drink- 
ing, both plain and in coffee, grew 
enormously, so much so that increased 
consumption of milk since 1914 has 
accounted for an average annual gain 
of about $240,000,000 for the coun- 
try’s dairy farmers. Dr. Warburton 
appears entirely reasonable when he 
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says: “If only a fourth of this unusual 
increase in the use of milk is to be 
attributed to prohibition, the gain to 
the dairy farmers more than balances 
the loss to the grain and hop grow- 
ers.” 

Granted the return of beer on the 
basis of the per capita consumption of 
1911-14, the total net profit to agricul- 
ture will be not much more than $36,- 
000,000, while if the drinking of milk 
should be adversely affected by not 
more than one and one-half gallons 
per capita the whole gain disappears. 
Certainly the economic effects of the 
return of beer do not seem to promise 
too cheering a prospect. 

What may we expect on the fiscal 
side? Let us first see what the con- 
sumption of alcoholic beverages has 
been in the various years of which we 
have been speaking, that is to say, 
during 1911-14, before the intensive 
drive for nation-wide prohibition had 
been commenced, in 1917 when the 
area of sale still contained 86.2 per 
cent of the population, and in 1919 
when a definitely contracted wet area 
held no more than 47.6 per cent of the 
country’s total population. The follow- 
ing table presents the figures in sum- 


mary form: 
Annual Aver. 
— 
r-Fiscal Years—, 


sour 14 4917 1919 


Distilled spiri 
(1,000 proof gal. "142, 319 167, vo 82, - 


Per capita (gal.) A 
Wine (1,000 gal.).. 57,007 42,723 54, sts 

.59 41 OL 
1,996 1,885 853 


Per capita (gal. ) 
Beer (1,000,000 gal.) 

Per capita (gal.) 20.53 18.17 8.00 

It will be noted that in the brief 
space of two years, from 1917 to 1919, 
the consumption of legally withdrawn 
alcoholic beverages, particularly spir- 
its and beer, fell off markedly. The 
causes for the decline are not far to 
seek. They were, first, the constriction 
of the wet area to fifteen States by 
1919; second, the ahsence of a consid- 
erable part of the country’s drinking 
population overseas and in the canton- 
ments; third, the patriotic campaign 
against the waste of cereals; fourth, 
the great increase in liquor tax rates, 
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and fifth, an increase in moonshining 
and bootlegging i in order to escape the 
payment of the excises. 

From 1894 to 1917 the internal rey- 
enue tax on spirits had been $1.10 per 
gallon; during 1917-19 the tax was 
$3.20 and for part of 1919 it was 
$6.40. From 1902 to 1917 the tax on 
beer was $1.50 per barrel ; during 1917- 
19 it was $3 and for part of 1919 it 
was $6. A wine tax did not make its 
appearance until 1916; then vinous 
beverages with alcoholic contents up 
to 14 per cent were taxed 4 cents a 
gallon, those with contents between 
14 and 21 per cent were taxed 10 cents 
and those with contents between 21 
and 24 per cent were taxed 25 cents. 
During 1917-19 these rates were all 
doubled and late in 1919 they were 
doubled once more. How much in 
revenue did these excises bring in? 
The following table presents the fig- 
ures for the fiscal years 1911-14, 1917 
and 1919: 

(Figures in millions of dollars) 
Annual Aver. 
iscal 


Years 
1911-14 


--Fiscal Years-, 
1917 1919 
284.0 483.1 
Internal revenues 
from distilled spir- 

1 365.2 


58.7 192.1 


tate rnal revenues 

from fermented 

liquors 91.9 117.8 
Customs 13.4 2.5 

The insignificance of the customs 
receipts may surprise those persons, 
like A. Mitchell Palmer, who have 
come to believe that American impor- 
tations of foreign liquors have played 
a prominent part in our balances of 
international payments. The figures 
for value of liquor imports are even 
less encouraging. Out of an average 
annual value of imports of $1,733,000,- 
000 for the calendar years of 1911-14, 
liquor imports totaled in all but $18,- 
996,000, or 1.4 per cent; beer imports 
totaled $3,073,000, or 0.2 per cent. The 
record of the calendar year 1917 was 
even smaller: Total value of all im- 
ports was $2,952,000,000; total value 
of liquor imports was $17,791,000, or 
0.6 per cent; total value of beer im- 
ports was $1,125,000. German brewers 
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were not wanting in a firm grasp of 
realities when they predicted that the 
only economic change the return of 
beer would bring them would be the 
slight movement to America of skilled 
Bavarian brewmasters. 

The revenue from beer taxes is not 
only disappointingly small but also 
shows decidedly uneven returns over 
the period 1911-19. To what years 
shall we look for guidance in estimat- 
ing beer consumption in 1933 and 
therefore the total of probable rev- 
enues to be derived from this source? 
Let us first assume that the new tax 
on beer will be the figure fixed in the 
O’Connor-Hull bill of the last session, 
which, incidentally, is the one favored 
by Chairman Collier of the House 
Ways and Means Committee, namely, 
$7.50 a barrel of thirty-one gallons, or 
3 cents a pint. This will make the re- 
tail cost of a seidel of twelve ounces 
at least 10 cents and the cost of a pint 
bottle, when bought in two-dozen- 
bottle cases, at least 8 cents. 

Both these prices are high for what 
will not be much more than a soft 
drink and, after the original enthu- 
siasm over beer’s return has spent it- 
self, cost undoubtedly will have a seri- 
ous effect on consumption. So will the 
facts of restricted areas of sale and 
the elimination of the saloon. So will 
the continuance of the depression. 
There are two other factors requiring 
even more serious consideration. These 
are that American liquor drinking 
habits have changed and that a power- 
ful illicit industry already exists to 
dispute the field with those brewers 
who are prepared to pay the high beer 
excise. Both of these are fruits of the 
prohibition era, and whether we like 
it or not we shall continue to garner 
them for a long time to come. Prohi- 
bition made the United States, more 
so than ever before, a hard-liquor- 
drinking country; the comparative 
ease and cheapness with which 
illicit stills could be operated was 
largely responsible. The following 
table shows how America’s drinking 
habits changed under prohibition. The 
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first column indicates what would 
have been the annual consumption of 
alcoholic beverages over 1927-30, 
based on the per capita consumption 
of 1911-14, had prohibition never ex- 
isted; the second column indicates the 
quantities of alcoholic beverages ap- 
parently drunk as a result of prohi- 
bition. The estimates of drinking dur- 
ing the prohibition period are those 
of Dr. Warburton. 

Wine 


Spirits Beer 


*Probable annual _ con- 

sumption in 1927-30 

without prohibition. ...177 71 
*Actual estimated annual 

consumption in 1927-30 

under prohibition 
7Per capita annual con- 

sumption in 1927-30. ..1.62 .98 

*In 1,000,000 gallons. jIn gallons. 

Unquestionably the low per capita 
consumption of beer during the pro- 
hibition era has been due to the diffi- 
culty of obtaining the beverage, and 
with its legalization there will natu- 
rally be an increase in beer drinking. 
But this does not necessarily imply 
that taxed beer will be drunk. The 
illicit beer industry is too well organ- 
ized and has too large a capital stake 
in its operations to quit the scene 
without a struggle. It will seek to con- 
tinue its control over the illicit dis- 
pensing agencies—the speakeasies, 
blind pigs, roadhouses and night clubs 
—either by force or by underselling 
legitimate breweries. It probably will 
succeed in prevailing upon many eat- 
ing places to purchase the illegal 
“rank” beer, tax free and therefore 
cheap, to be mixed with legal beer, 
thus giving the retail handlers a 
higher profit than they could normally 
expect. And if Congress fixes the alco- 
holic content of beer at too low a fig- 
ure there still will be room for a 
stronger beverage, which the illicit 
traffic will supply. 

A high tax on beer therefore—and 
3 cents a pint is a high tax—must in- 
evitably cut into consumption by dis- 
couraging the normal beer drinker, 
who simply cannot pay the price, by 
compelling resort to illicit strong 
drink, which will be cheaper—indeed 
is already—in order to meet the com- 


2,466 


759 
6.27 
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petition of the legal beverage and by 
furnishing a continued incentive to 
moonshining, bootlegging and smug- 
gling. These have inevitably been the 
concomitants of excise taxes that 
verge on the prohibitive or systems of 
liquor control that surround drinking 
with too many restrictions. In the 
United Kingdom and Denmark, for ex- 
ample, high taxation during the post- 
war decade has resulted in a decided 
falling off of consumption; in Switzer- 
land moonshining has never been 
checked, because governmental regula- 
tions have been too severe; in the Bal- 
tic and Scandinavian countries smug- 
gling and illicit distilling continue to 
flourish despite governmental efforts 
to furnish liquor more or less freely 
and at what seems, offhand, reason- 
able prices. 


Nations, by experimenting with 


liquor control without a proper regard 
for the natural habits of men, sowed 
the wind and are now reaping the 
whirlwind. They have engendered a 
spirit of lawlessness on the part of 


populations and furnished the eco- 
nomic motivation for the appearance 
and continuance of a lawless class. 
That Americans will quickly slough 
off the attitudes and traits acquired 
during the past decade and revert 
easily to earlier habits, that they will 
stop drinking spirits, resent and rise 
up against the illicit liquor traffic, 
that they will be entirely satisfied for 
their alcoholic stimulation with a 
brewed beverage that is weak in con- 
tent, highly taxed and relatively dif- 
ficult to obtain—these miraculous 
changes are too much to expect. 
Such are some of the imponderables 
that must be considered in estimating 
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the probable consumption of beer for 
tax purposes. In view of the difficul- 
ties they present, I am inclined to be- 
lieve that the annual per capita beer 
consumption will not for some time 
return to the 1911-14 level, when it 
was 20.53 gallons, but will be more 
nearly like the 1919 level, when it was 
eight gallons. On the basis of such a 
per capita annual consumption the 
total beer sales for tax purposes will 
not be 2,500,000,000 gallons but nearer 
1,000,000,000. Taxed at $7.50 a barrel 
and 3 cents a pint, Congress should 
not expect a beer excise to bring in 
more than $240,000,000 — indeed, 
$200,000,000 would be nearer the 
mark. It should be remembered, too, 
that no real saving can be hoped for 
by the contraction of the activities of 
the Federal Prohibition Bureau and 
Coast Guard, for a large law-enforce- 
ment machinery must continue to exist 
as long as the manufacture and sale 
of spirits remain illegal, while addi- 
tional appropriations will be needed 
for an amplified internal revenue 
office. This net figure of $200,000,000, 
gained from a beer tax, can scarcely 
be regarded as comforting in view of 
a Federal deficit that was more than 
$900,000,000 at the end of .November, 
1932, and that may be as great as 
$2,000,000,000 when the fiscal year 
1932-33 closes. 

The quest of Congress for new reve- 
nues is not ended with the return of 
beer. Those business forecasters who 
are scanning the heavens for a sign 
should not be too much impressed by 
the luminosity of the new stellar phe- 
nomenon. If it turns only too quickly 
into a meteorite they will have their 
own enthusiasm to blame. 





The German Drift to Revolution 


By RICHARD VON KUEHLMANN 


{Baron von Kuehlmann, after many 
years in the German diplomatic service, 
was German Foreign Secretary from 1917 
to 1918. Since the war he has become 
familiar to Americans through his lec- 
tures in the United States and his con- 
tributions to periodicals and newspapers. ] 


IKE many other Germans I hur- 
L ried home to vote on Nov. 6 in 
the Reichstag elections. By accident 
I met an old friend on the train; he 
also was returning from abroad. 
“Well, are you going home to vote?” 
I asked. “No,” was the reply. “I feel 
there is not much sense in voting for 
this Reichstag, and, besides, there is no 
party I feel inclined to vote for.” A 
good many people felt the same way, 
although the total number of votes 
cast was 35,000,000—only 2,000,000 
less than in the hotly contested elec- 
tions of last July. Not once but a hun- 
dred times was I asked by friends, 
particularly by ladies, ‘“‘Now, do tell 
me for whom we should vote? We don’t 
dislike the present Cabinet and find 
that Chancellor von Papen has a good 
deal of personal charm. How can we 
vote for him?” This frequently re- 
peated question reveals the essential 
difficulty in the November election. 

Neither Chancellor von Papen nor 
his Cabinet represented any political 
party. Von Papen for many years be- 
longed to the Catholic Centre party, 
but when he accepted office from 
President von Hindenburg without 
consulting the leaders of the Centrists 
he found himself outside any political 
group. That fact is the source of con- 
siderable difficulty in German poli- 
tics. The only possible reply to the 
question “How can we vote for von 
Papen?” was “You can only do so by 
voting for Hugenberg.” But as this 
leader of the German Nationalists is 


unpopular with large sections of the 
people, many voters decided they 
would either support Stresemann’s 
all but defunct People’s party or ab- 
stain from voting. 

No one can understand the present 
situation in Germany without taking 
into consideration the powerful Hitler 
movement. Adolf Hitler has been 
swept into a position of prominence 
and influence by the wave of exuber- 
ant nationalism which followed the 
humiliation of defeat and the despair 
of the poverty-stricken post-war 
years. He has remarkable powers as 
a speaker and he does not shrink 
from flattering his audiences with 
rash promises. Aided by the National- 
ist party of Alfred Hugenberg and 
supplied with funds from the treasure 
chest of wealthy industrialists, the 
Hitler movement has become the most 
powerful political force in Germany. 

The Hitler, or National Socialist, 
movement is composed of many 
groups, but two are especially promi- 
nent—the Junker landowners and re- 
tired army officers, and the young, 
radical workers of Berlin and the Ruhr 
who in many ways are sympathetic 
to Communist ideals. But behind 
these two groups and the many others 
caught up in the Hitler movement is 
the sentiment of nationalism, a sen- 
timent which burns at white heat. 
In part this heightened patriotism is 
the result of happenings in the nine- 
teenth and early twentieth centuries; 
much more it springs from the crisis 
of the World War, and finally it is 
fed from the events of the years after 
the war. 

Present German conditions are the 
result of the happenings since 1918. 
When the German people were sud- 
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denly faced with the terrible truth of 
overwhelming defeat in arms, a revo- 
lution broke out which swept away the 
Kaiser and the Princes and established 
a democratic republic in Germany. A 
single chamber elected by popular vote 
and a President with considerable 
power replaced the old Reichstag and 
the Emperor. In the federal States, 
particularly in Prussia, the small land- 
owning aristocracy—the Junkers— 
continued to enjoy a good deal of in- 
fluence and some sort of a privileged 
position in both the army and the civil 
service. But the day of privilege and 
class seemed to be over. 


By the 1918 revolution the Social 
Democratic party, under the leader- 
ship of Friedrich Ebert, who became 
the first President of the new Ger- 
man Republic, secured control of the 
State. Representing the majority of 
the skilled workmen, the new régime, 
after having successfully overcome 
the Communists and _ Bolshevists, 
showed commendable restraint and 
wisdom in building up the new State. 
Despite the blows of defeat in battle, 
of revolution and of inflation, the Ger- 
man Reich recovered sufficiently to 
heal many of the wounds of the war 
and to resume its normal economic 
life. But constantly in the background 
was the Treaty of Versailles—the em- 
bodiment of lack of wisdom and fore- 
sight—which had taken valuable 
provinces from Germany and imposed 
the unbearable burden of reparations 
on an exhausted and impoverished 
population. All these circumstances 
prepared the ground for the rise of 
an extreme nationalism, which Alfred 
Hugenberg and his followers fur- 
thered by long and clever agitation. 

The immediate background of the 
present situation is the government 
of Chancellor Bruening, which was 
called to power by President von 
Hindenburg in October, 1931. It is 
said, perhaps not without founda- 
tion, that even at the time of Brue- 
ning’s appointment, General Kurt von 
Schleicher, as chief of the Reichswehr 
Ministry, enjoyed considerable influ- 
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ence in the inner circle of President 
Hindenburg’s advisers. It may be that 
those who appointed Bruening expect- 
ed from him a somewhat dictatoria] 
attitude toward Parliament and pub- 
lic opinion. But Bruening, by nature 
and conviction a moderate and cau- 
tious man, disappointed these hopes 
and maintained to the end the princi- 
ples of parliamentary government 
and was always careful to have his 
dictatorial emergency decrees en- 
dorsed and ratified by the vote of a 
Reichstag majority. Personal sympa- 
thy for this great public figure, how- 
ever, must not blind us. There is no 
doubt that Bruening’s government 
strained the wording of the Weimar 
Constitution beyond the original in- 
tent of those who drafted it. Ulti- 
mately Bruening’s alleged incapacity 
to tackle the problem of the rising 
Hitlerites, coupled with his sympathy 
for the Social Democrats who sup- 
ported him throughout, brought about 
his downfall. 


The Papen-Schleicher Cabinet which 
succeeded Bruening proposed to re- 
press the Hitlerite movement by mak- 
ing Adolf Hitler a responsible mem- 
ber of the government. This policy, it 
was hoped, might bring the Hitler fol- 
lowers into line. The Cabinet, more- 
over, posed before the nation as a 
government of national concentra- 
tion. Few of these hopes materialized. 
The aged President could not be per- 
suaded to entrust Adolf Hitler with 
the supreme power in the Reich, and 
Hitler, warned against the pitfalls of 
Cabinet diplomacy, flatly refused to 
become Vice Chancellor under von 
Papen. Relations between Hitler and 
von Papen, none too friendly in the 
beginning, rapidly developed into bit- 
ter opposition. 

Hitler’s movement has always 
borne a Janus head, as is apparent 
in its full name—Nationalsozialist- 
ische deutsche Arbeiter Partei. Here 
two elements are evenly mixed; the 
words National and deutsche appeal 
to the nationalistic instinct of large 
sections of the country, while sozial- 
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istische and Arbeiter are attractive to 
the masses of workmen who dislike 
the international character of the So- 
cial Democrats. The Hitlerite suc- 
cesses began to cause alarm as early 
as the Autumn election of 1930; the 
elections to the Prussian Diet in the 
Spring of 1932 were much more strik- 
ing, and in the Reichstag elections 
of July, 1932, the party apparently 
reached the height of its power when 
it obtained 37 per cent of all votes 
cast and 230 seats. Thereafter the 
impression was general that its for- 
tunes were ebbing, a sentiment con- 
firmed by the election of Nov. 6, 
when the Hitlerites, or Nazis, lost 
more than 2,000,000 votes. Where did 
these votes go? A large number of 
the more advanced workmen have re- 
turned to communism—the Commu- 
nists gained 800,000 votes and twelve 
seats. Other voters returned to the 
party from which they originally 
came, to Hugenberg’s Nationalists. 
This explains in the main why Com- 
munists and Nationalists gained what 
Hitler lost. Competent observers be- 
lieve that the Nazi movement is like- 
ly to lose even more heavily in the 
future. 

The roots of the Nazi movement are 
to be found in the nationalistic reac- 
tion against the humiliation and ex- 
tortions of an unwise peace and the 
economic suffering of a nation with 
more than 5,000,000 unemployed. The 
wise arrangements of the Lausanne 
Conference last Summer put an end 
to one of the principal sources of dis- 
content and agitation—the oppressive 
reparation payments. Although ne- 
gotiations for disarmament bristle 
with difficulties, statesmen who are 
able to watch events from close quar- 
ters are by no means _ pessimistic 
about the ultimate result. France has 
been, particularly on the disarmament 
question, the great stumbling-block, 
but since the Spring election of 1932 
the new French Chamber seems less 
inclined to be as unbending as have 
been its predecessors. With repara- 
tions and armaments out of the way, 


two important issues from which na- 
tionalistic Hitlerism drew its strength 
will disappear. 

One of Adolf Hitler’s favorite ar- 
guments has been that the only choice 
left to Germany was whether to be- 
come Nazi or Communist. Outwardly, 
the two parties have been bitter 
enemies and, after the von Papen 
Cabinet granted permission to wear 
party uniforms and party emblems, 
street fights between Nazis and Com- 
munists filled the columns of the Ger- 
man press. Those who know the inner 
thoughts of the rulers in Moscow, 
however, have always been aware 
that the official Soviet policy was not 
to oppose the growth of Hitlerism. I 
have seen copies of letters in which 
prominent Russians defended this 
policy, alleging that the Nazi move- 
ment, sooner or later, was bound to 
break up. In that case, it was esti- 
mated that 60 to 70 per cent of the 
present Hitler following would auto- 
matically swell the Communist ranks. 
Recent developments seem to show 
that the Russian opinion is not far 
from right. Though street fights con- 
tinued, a good deal of sympathy 
seemed to exist between the Nazis 
and the Communists in the short-lived 
Reichstag elected in July. Not long 
ago the Nazis and Communists co- 
operated in complete harmony in anti- 
Bruening demonstrations at Bamberg 
in Bavaria. During the great trans- 
port strike in Berlin, which was sprung 
upon an unsuspecting public on the 
eve of the November elections, Hit- 
lerites and Communists worked side 
by side, and the Hitlerites showed 
themselves to be even more radical 
than the followers of Moscow. 

Chancellor von Papen’s effort to 
make national concentration a reality 
has faced great obstacles. While Presi- 
dent von Hindenburg permitted nego- 
tiations with the leaders of the Centre, 
the Bavarian People’s party, Alfred 
Hugenberg’s Nationalists and the Hit- 
lerites, he gave von Papen little lee- 
way for his movements. At first, it 
was planned to ask the party leaders 
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whether they had any alternative plan 
to propose by which they would be 
able to establish a majority in the 
new Reichstag, but ultimately von 
Papen was commissioned only to find 
out whether the party leaders were 
prepared to support him in the reali- 
zation of his program.* 

The Centre party has always pro- 
claimed that the personality of von 
Papen would be an obstacle to their 
support of the von Schleicher Cabi- 
net, and there was no reason to expect 
them to be more tolerant after the 
November elections. As Hugenberg is 
credited with believing that any re- 
turn to parliamentary government 
would be a step backward, and seems 
openly to favor a frankly dictatorial 
attitude, his support for the building 
up of a workable Reichstag majority 
could not be anticipated. Even if Hitler 
had been more inclined after the No- 
vember elections than before to accept 
a Cabinet position which did not give 
him absolute control of the State ma- 
chinery, but which assured the Nazis 
considerable influence in the govern- 
ment of the Reich, he would have faced 
the difficulty of persuading his radical 
left wing to cooperate with the Hugen- 
berg group. We are forced, therefore, 
to conclude that it was impossible to 
expect a parliamentary majority be- 
hind the Papen-Schleicher Cabinet in 
the present Parliament. 

If an agreement cannot be patched 
up between the parties, there is acute 
danger that a Communist vote of cen- 
sure might, as in the last Reichstag, 
obtain a majority. The same game 
would then be repeated. The Reichstag 
would be dissolved before the vote of 
censure could force the government 
out of office, but this would be the 
parting of the ways. Whether a new 
election would be ordered or whether 
the Cabinet would frankly proclaim 
a dictatorial government cannot be 
foreseen. Certainly, it will be far from 
easy to induce the aged President to 


*This article was written before the res- 
ignation of von Papen and his Cabinet on 
Nov. 17 precipitated a new Ministerial 
crisis. 
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agree to a breach of the Weimar Con- 
stitution, which he has sworn to main- 
tain. The announcement of another 
election is more likely, but it would 
be inevitable that such an election 
would be considered farcical. Five 
great elections have taken place 
in Germany in 1932; if they have 
shown anything, they have shown 
that existing party lines will not be 
considerably altered. Should large 
masses of voters feel convinced that 
their vote is no longer the decisive 
factor in the State, it is to be feared 
that many will be driven to the con- 
clusion that a government openly 
relying on force to uphold its rule can 
be overthrown only by force. 

Nearly 25,000,000 votes in Germany 
have been cast for parties who use 
the red flag and who have the word 
Socialist in their official name. These 
are the Nazis, with 11,700,000 voters 
and 195 members in the Reichstag; 
the Communists, with 5,900,000 voters 
and 100 members, and the Social 
Democrats, with 7,200,000 voters and 
121 members. These three powerful 
parties, representing, roughly, two- 
thirds of the votes cast, march under 
the red flag. The left wing of the 
Centre party depends for its votes 
largely on the organized Christian 
workmen, but their federations are 
only a shade less radical than their 
Marxist fellow-workmen. If the work- 
ing classes in Germany decided to use 
force to get rid of a Cabinet like that 
of Papen and von Schleicher, the seri- 
ousness of the situation can hardly be 
exaggerated. 

Any revolution in Germany—revo- 
lution it would be—would certainly, in 
the beginning, show distinctive nation- 
alistic symptoms but would rapidly 
become communistic. The German 
Communists are in close touch with 
Moscow; it is not too much to say 
that they get their orders from the 
Soviets. Of course, under existing con- 
ditions, a large proportion of those 
who vote red are not conspiring for a 
revolution, but a situation ripe for 
revolution is developing. 
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History shows that revolutions are 
always started by small, sometimes 
very small, minorities. What they need 
to be successful is a state of general 
apathy and a lack of sympathy with 
the existing form of government, 
which prevents organized resistance 
against revolutionary attempts. The 
classes that were considered the main 
pillars of the State in the time of 
Wilhelm II have weakened under the 
pressure of war and post-war poverty; 
they are not well organized and it 
seems far from sure whether they 
have retained enough self-confidence 
to meet a crisis. When, on July 20, 
1932, the Prussian Government was 
driven from office by military pres- 
sure, no hand was raised to defend 
what must have seemed to many the 
legitimate government of Prussia, and 
only faint protests were heard. This 
seems to point to the existence of 
that widespread apathy which I am 
inclined to consider very dangerous. 

In the early Spring of 1931 I wrote 
in my book, Thoughts on Germany: 
“The Treaty of Versailles set the 
army, the present Reichswehr, on an 
entirely new basis, in so far as it 
forced Germany to change over to a 
professional army, strictly limited in 
numbers and subjected to very nar- 
row restrictions in the matter of 
equipment. This creates an entirely 
new state of affairs. Through all the 
internal disorders, the after-tremors 
of the convulsions of war and revolu- 
tion, the Reichswehr, against all the 
attempts of the extremists of the Left 
and the Right to seize the government, 
remained the ultima ratio of order. 
Though its strength would be quite 
inadequate for an external war, the 
Reichswehr, a compact force under 
determined leadership, is in a position 
to destroy any attempt at armed op- 
position in the interior of Germany. 
A weapon of such vast importance in 
home politics is naturally a sort of 
temptation to an energetic commander 
to play a decisive part in the field of 
politics. There may have been such 
tendencies; but up till now there has 
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been no public hint of any such at- 
tempts. In any event, it is a point that 
must always be borne in mind. Against 
such a risk there is only one expedi- 
ent—a realization on the part of the 
military leaders of the imperious 
necessity, especially in difficult times, 
of concentrating the political author- 
ity, firm and unified, in one hand and 
one only, and a patriotic determination 
to sacrifice self and self-interest to 
the common weal.”’ With the increase 
of the Hitlerite masses, which was 
then just beginning, it became truer 
every day that the only organized 
power in Germany was the Reichs- 
wehr. On this military force the 
Papen-Schleicher government depend- 
ed for support. 

To any one outside Germany it must 
be a puzzle how the German people, 
who since the adoption of the Weimar 
Constitution have seemed to consoli- 
date their democratic republic, should 
now, without violent protest, submit 
to a régime which threatens to become 
more or less a military dictatorship. 
The principal factor is the Constitu- 
tion itself, which has some fundamen- 
tal defects that were bound, sooner or 
later, to lead to serious difficulties. 
The cardinal mistake was the lack of 
a second chamber which, in times of 
too erratic movements of public opin- 
ion, could exert a conservative influ- 
ence. In times of stress, when violent 
emotions were shaking the country, 
it was natural to develop the Presi- 
dent’s power in order to create the 
sort of balance that would have be- 
longed to an upper house of the 
Reichstag. This has been noticeable 
ever since the rising tides of Hitlerism 
and communism have threatened the 
very foundation of modern Germany. 
The alternative to the Papen-Schlei- 
cher Cabinet was not real democratic 
rule but Nazi rule, which would have 
stamped out democracy for a long 
time to come. So this semi-dictatorial 
Cabinet was supported or tolerated 
as the lesser evil. 

Another capital defect of the Wei- 
mar Constitution was its neglect of 
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the essential German problem—the re- 
lation of the Reich and the individual 
States. Bismarck’s Constitution, by a 
stroke of genius, tackled this problem, 
which had baffled all earlier efforts. 
After the disappearance of the Kaiser 
and the German sovereigns who had 
been the main pillars of the Bismarck- 
ian Reich some new arrangement was 
necessary, but the Weimar Constitu- 
tion provided none. Only the states- 
manlike attitude of Dr. Braun, the 
Prussian Prime Minister, made it pos- 
sible to carry on without intolerable 
friction between Prussia and the 
Reich. The Papen-Schleicher Cabinet 
attempted a solution by merging the 
Reich and Prussia, but it led to a law- 
suit before the Supreme Court at 
Leipzig and the straining of relations 
between the Reich and the individual 
States under the leadership of Bavaria. 
Until this formidable problem is set- 
tled a fundamental cause of unrest 
will exist in Germany. 

The strongest influence in the pres- 
ent state of mind in Germany is a de- 
clining belief in the principles of 
democracy as practiced during the 
nineteenth century. Germany is close 
to Soviet Russia, where democratic 
principles and rule by parliamentary 
majorities are wholly denied. However 
glaring may be the shortcomings of 
Soviet rule, a certain amount of suc- 
cess cannot be denied to the measures 
taken by Moscow, while a clever propa- 
ganda in Germany makes this success 
appear still more convincing. Musso- 
lini has many admirers in the father- 
land and his laurels may seem tempt- 
ing to gifted and ambitious younger 
men. The propaganda of both the Nazi 
and the Hugenberg party has left no 
stone unturned to demonstrate that 
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only old-fashioned cranks still believe 
in democracy and parliamentary gov- 
ernment, that fascism and dictator- 
ship are the creed of the present gen- 
eration. This new philosophy is spread- 
ing through the world; not only has 
it been accepted by many Germans 
but even in England, the country with 
the longest parliamentary record in 
the world, many able minds of the 
younger generation are imbued with 
Fascist ideals. 

Germany’s most valuable assets 
today are the prestige of President 
von Hindenburg and the Reichswehr. 
Both have been deeply committed to 
the Papen-Schleicher experiment, so 
much so that some observers doubt 
whether they could disentangle them- 
selves should the principles behind 
that Cabinet finally fail. Probably 
the von Papen government, or one simi- 
lar to it, will be backed to the utmost 
by both the President and the army. 
Much will depend on the degree of 
material success. If the tide of return- 
ing prosperity is running fast enough, 
violent change may be avoided. The 
revolutionary forces, led by Moscow, 
know that if prosperity and normal 
business return before revolution is 
successful, all hopes for an overturn 
must be put aside for many years. 
Knowing this, they will strain every 
nerve to make hay while the sun 
shines. It is the battle of Europe, nay, 
of the whole world, which is now being 
fought on German soil. The von Papen 
Cabinet stood for all that tradition 
had made venerable, and that is why 
many Germans gave it their support, 
fearful lest it prove to be the last dam 
against the rising floods of combined 
radicalism. 

OHLSTADT, UPPER BAVARIA, 

Nov. 14, 1932. 





Freedom Under Soviet Rule 


By SIDNEY WEBB 


{In printing this, the third, article of a 
series on Soviet Russia which the editors 
have arranged with Sidney Webb to con- 
tribute to this magazine, it should be 
pointed out, in reply to various correspon- 
dents, that the purpose is to present still 
another point of view on one of the most 
controversial subjects in the world today. 
Mr. Webb is specially qualified to discuss 
the Soviet experiment, because, as G. D. 
H. Cole explained in his article, ‘‘The 
Webbs: Prophets of a New Order,’’ in 
CurRENT History for November, he has 
devoted a lifetime to working out ideas 
for the kind of planned economy that as 
a Socialist he believes necessary for social 
progress. Obviously there is much to be 
said in criticism of Mr. Webb’s stand- 
point and of the actual results of Soviet 
rule, as can be gathered from the 
monthly survey of events in the Soviet 
Union which Professor Edgar S. Furniss 
of Yale University contributes to this 
magazine from month to month, as well 
as from other articles that have appeared 
and will continue to appear in these 
pages from time to time. Meanwhile, the 
fourth of Mr. Webb’s articles, ‘‘Is Soviet 
Russia a Democracy?’’ will be published 
in the February number of CurrENT HIs- 
TORY. ] 


E still hear it asserted by those 

who have not been there that the 
system of the Soviet Union is one of 
subjection and virtual slavery. Yet 
Lord Lothian, who visited Moscow 
with Bernard Shaw and Lord and 
Lady Astor in 1931, publicly declared 
on his return that what was happen- 
ing in the U. S. S. R. was, not the 
French Revolution but the Renais- 
sance and the Reformation put to- 
gether, that is to say, a great emanci- 
pation of mankind. What are the 
facts? 

Certainly, the people of the U. S. 
S. R. do not look like slaves or talk 
like slaves. The traveler who watches 
the men and women thronging the 
Streets or filling the theatres and cin- 
emas of the cities, or the young people 


bicycling along the roads of the dense- 
ly populated Donetz mining and man- 
ufacturing area or crowding into the 
clubhouses on the great State farms 
will not easily believe that this is 
an enslaved people. And if he talks to 
his fellow-passengers in the always 
crowded trains or on the Volga steam- 
ers, or if he gets opportunities of dis- 
cussion, away from Moscow, with the 
members of trade unions or coopera- 
tive societies, he will find them grum- 
bling in much the same way as similar 
people in other countries. There will 
be one important difference. During 
the past two years they have known 
no involuntary unemployment, and 
they have today no apprehension of 
any unemployment other than that in- 
volved in changing from job to job. 
Indeed, the workmen in the Soviet 
Union are full of pity for the Ameri- 
can or the British worker, who is not 
even free to work! And what the 
workmen in the U.S. S. R. never com- 
plain of, even in the most private 
talks, is anything like subjection or 
slavery. 

There is one unfailing mark of 
slavery, as of any form of enforced 
service in a particular establishment, 
namely, the inability to get away. 
Now, every large enterprise in the 
U. S. S. R., especially those newly 
established, complains seriously of the 
continual turnover of labor. Far from 
there being any fettering of the work- 
man to his task there is, in actual 
fact, everywhere an embarrassing de- 
gree of mobility in the staffs. It is 
not at all unusual, in one of the new 
large factories, for aS many as an 
average of 100 men per day to quit 
work and move away to other jobs 
or other districts. In the gigantic trac- 
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tor works at Cheliabinsk, for instance, 
during the first ten days of June, 
1932, when a strenuous effort was 
being made to increase the staff, no 
fewer than 1,027 men, or more than 
100 per day, actually left to seek other 
employment, while 2,188 new work- 
ers were taken on. 

There is, of course, no legal or ad- 
ministrative prohibition of relinquish- 
ing a job. When every workman knows 
that there is any number of vacancies 
to be filled elsewhere, he is only too 
ready to resent the discomforts that 
characterize every growing city in the 
U. S. S. R. and to lend a credulous 
ear to rumors of there being, some- 
where else, more varied food and less 
overcrowding. 

Practically all the 8,000 or 10,000 
managers of State works of different 
kinds are striving desperately to en- 
roll additional men. Even for unskilled 
laborers, raw peasant youths from the 
villages, the demand cannot be fully 
satisfied. Of skilled mechanics there is 
such a constant dearth that managers 
have been seeking to “steal” them 
from other works by offering all sorts 
of inducements, until the practice had 
to be forbidden. The Soviet authorities 
themselves tempt away men only half- 
trained, in order to use them to start 
the newer factories. The director of 
the Stalingrad tractor works found 
himself so hampered by this incessant 
tempting away of men that he finally 
made an agreement that he would 
himself select a prescribed number of 
partially trained men each month, and 
offer them the new jobs at other 
works, provided that no other solicita- 
tions were made to his staff. 

Needless to say, this practice of 
throwing up a job and moving away 
to some other place in search of more 
comfortable conditions is not a new 
thing in Russia. At all times the peas- 
ants have been prone to wander off 
on any vague rumor that things were 
better in some remote district. Mobil- 
ity of this sort, like unpunctuality and 
irregularity of attendance, is an eco- 
nomic disease from which nearly all 
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Soviet enterprises still suffer. Its very 
prevalence ought, at least, to destroy 
the American and British delusion as 
to the enslavement of the Soviet wage 
earners. There is repression in the U, 
S.S. R., and to this due reference will 
be made on a subsequent page. But it 
is not of the nature of enslavement of 
the manual working class. 

The emancipation that the revolu- 
tion has brought to the workman is, 
of course, not merely a rise in his 
standard of life, measured in material 
things. His thought, his energy, his 
ambition, have all been aroused. The 
new conditions of the wage contract in 
the industries of the U. S. S. R. are 
typical of the intense stimulus that is 
being deliberately brought to bear on 
the worker in order to emancipate him 
from the narrow limits of routine in 
which the wage earner in all countries 
usually finds himself imprisoned. 
Every youth in the factory—indeed, 
also every adult workman (for they 
are nearly all under 40)—is taught 
that it depends only upon his own ef- 
forts to what higher position he may 
aspire. He is not only encouraged but 
also assisted to rise into a more skilled 
grade of labor, with a higher time- 
work rate and much greater piece- 
work earnings. He can apply at any 
time for a transfer, on probation, to 
any higher grade in the undertaking, 
in any craft or kind of work. If he 
“makes good” in that higher grade to 
the satisfaction of the management, 
he is allowed to continue at it, without 
any question being raised as to wheth- 
er he has been duly apprenticed, or 
any “demarcation” difficulty being en- 
countered. The result is that in the 
cities very nearly the entire factory 
population of all ages is in attendance 
at technical classes. This is an effec- 
tive emancipation of a kind of which 
even America has not too much, and 
in which all Western Europe lags far 
behind. 

What is even more remarkable is 
the freedom of thought and of criti- 
cism that the workman in the Soviet 
Union enjoys, and uses to an almost 





FREEDOM UNDER SOVIET RULE 


incredible extent. Whereas in Britain 
and France the workman may freely 
denounce the very principles of gov- 
ernment and bespatter the Ministers 
and the municipal Councilors with 
personal abuse, provided only that he 
keeps silent about the management 
of the factory in which he works and 
refrains from criticizing or denounc- 
ing the partners in the firm or the 
general manager who pays him his 
wages or the foreman whose orders 
he has to obey, in the U.S. S. R. the 
position is reversed. The workman 
in a Soviet factory would be prudent 
not to indulge in criticisms of the 
Marxian philosophy, which he has not 
the slightest desire to do, or in de- 
nunciations of “Comrade Stalin,” or 
in doubts about the wisdom of the 
Communist régime, lest he should get 
the reputation of being a “counter- 
revolutionary” and become an object 
of suspicion to the police, as a talka- 
tive Communist workman does in Ala- 
bama or Tennessee or in Hungary or 
Poland. 

In the U. S. S. R. every factory 
operative may safely criticize the or- 
ganization and working of his own 
factory, and even abuse and denounce 
his own manager and his own foreman 
—and he constantly uses this unlim- 
ited freedom of thought and expres- 
sion, even to the extent of publicly 
caricaturing and ridiculing his indus- 
trial superiors in the “wall news- 
paper” displayed in every undertak- 
ing—with absolute impunity, fearless 
not merely of police measures, but 
also even of reprimand, let alone dis- 
missal. In short it is safe to say that 
the average factory operative in the 
U. S. S. R. feels actually more free 
than the similar workman in Britain 
or the United States. Several of those 
who have, since 1917, returned from 
America to take up work in the Soviet 
Union, have expressed themselves to 
this effect, privately as well as pub- 
licly. 

The emancipation brought about by 
the revolution is even more conspicu- 
ous and indubitable among the wo- 
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men, the children and the adolescents, 
who (as it is not always remembered ) 
together make up more than three- 
fourths of the whole population of any 
country. 

Twenty years ago the Russian wo- 
man, in the grades or classes compris- 
ing nine-tenths of the population, 
could, unless she had become a widow, 
never freely dispose of her life or of 
herself. It was not merely that she 
had no vote and no property of her 
own and only exceptionally even the 
freedom of separately earned wages. 
In the vast majority of families the 
girls remained unable to read or write. 
By immemorial custom—not confined 
to the areas in which Islam prevailed 
—the daughter remained a helpless 
dependent in her parents’ household 
until she was given in marrjage, usu- 
ally without effective choice on her 
part, to a husband to whose will she 
became still more subject and on 
whom she was at least equally de- 
pendent. 

Today the women in the U.S. S. R. 
are more effectively freed from sex 
disabilities than those of any other 
country. It is not only that illiteracy 
is being as rapidly got rid of among 
girls as among boys, and that the wo- 
man, like the man, becomes a full citi- 
zen at 18, and equally eligible for 
every elective office. It is not merely 
that in trade union and consumers’ 
cooperative movements, both of them 
filling a larger place in life than they 
do elsewhere, there is no distinction 
of sex. In all occupations of life wo- 
men now enter freely on equal terms 
with men, earning equal rates of pay 
and often rising by promotion to high 
administrative and professional posi- 
tions, having as subordinates men as 
well as women. In the marriage rela- 
tion there is equality between hus- 
band and wife, with equal freedom to 
divorce and, according to relative ca- 
pacity, equal obligations of mainte- 
nance of mate or offspring. And in or- 
der as far as possible to overcome the 
physical handicap of maternity, wo- 
men in industrial employment are not 
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only provided gratuitously with medi- 
cal attendance and also hospital ac- 
commodation wherever this is availa- 
ble but are likewise given leave of ab- 
sence on full pay for eight weeks he- 
fore and eight weeks after childbirth 
(clerical workers six weeks instead of 
eight). For infant nurture the mother 
is allowed the necessary intervals in 
the factory day, and there is elaborate 
provision of créches so that the em- 
ployed mother may not be driven to 
overwork. 

The traveler in the U. S. S. R. finds, 
accordingly, everywhere women work- 
ing side by side with men in the engi- 
neering workshops as well as in the 
textile factories, as sailors and wire- 
less operators in the Soviet mercan- 
tile marine, and as tractor drivers and 
mechanics on the State and collective 
farms. He sees them engaged in all 
the professions from telegraphy to 
diplomacy, from stenography to medi- 
cine, occasionally rising to posts of 
the highest grade. If it is impossible 
to measure the quality of the service, 
at any rate it is known that the aggre- 
gate number of women authors, musi- 
cians, actresses, singers and dancers 
has, during the past decade, greatly 
increased. 

At least an equal emancipation has 
taken place among the children and 
adolescents. The school which has 
freed them from illiteracy has been 
at the same time the opening to them 
of a new world in contrast with their 
narrow homes. In these schools, with 
an almost exaggerated craze for 
modernity, there is on the one hand 
no punishment and on the other all 
sorts of devices for self-government, 
with a most precocious initiation into 
politics and public affairs. Outside the 
school the children are brigaded in 
huge organizations, such as the Octo- 
brists (5 to 10), the Pioneers (10 to 
17) and the Comsomols (the Leninist 
League of Youth, 17 to 25), each of 
them extending from one end of the 
U. S. S. R. to the other, with an ag- 
gregate enrolment of 6,000,000 or 
7,000,000, without distinction of sex, 
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meeting in innumerable committees 
and conferences for the management 
of their own affairs. 

The Comsomols, who are organized 
in 70,000 cells or nuclei, hold endless 
meetings for all sorts of purposes, 
maintain their own libraries and sup- 
port their own newspapers, with huge 
circulations, to which they contribute 
with youthful fanaticism. Their aggre- 
gate purchases of books are reported 
to be enormous, far exceeding the like 
purchases of Germany or Great 
Britain. Particularly striking is the 
development among them of a con- 
ventional code of conduct, marked by 
a@ growing Puritanism in the subordi- 
nation of the animal instincts in order 
to allow of a fuller and more produc- 
tive life, notably in hygiene (open 
windows, cold baths, &c.) and ath- 
letics (the “erotic” dancing of West- 
ern Europe being barred). It is “bad 
form” among the Comsomols to in- 
dulge in alcohol and tobacco or to 
waste time and strength on sex. There 
is a regular passion for “‘self-improve- 
ment,” notably in deliberate study in 
order to “improve one’s qualifica- 
tions” for service. 

Altogether, taking together the wo- 
men, the children and the adolescents 
in the U.S. S. R., irrespective of the 
men, the advance in freedom of life of 
these 120,000,000 individuals during 
the past fifteen years has certainly 
been vastly greater in quantity than 
the world had ever before witnessed 
in a similar period. Neither the Re- 
naissance nor the Reformation simul- 
taneously affected the lives of any- 
thing like so great a number of indi- 
viduals. 

There is one other manifestation of 
this far-reaching emancipation of the 
people that must not be omitted. These 
millions have suddenly become vora- 
cious readers. The number of daily 
and weekly newspapers published in 
the U. S. S. R. (nearly 600) is consid- 
erably greater than before the revolu- 
tion, and in many more languages, 
with an aggregate circulation now ap- 
proaching 10,006,000, four times as 
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great as before. Several newspapers, 
with circulations exceeding 1,000,000, 
dispatch daily airplanes from Mos- 
cow to the north, east and south, 
laden solely with copies for distant 
subscribers. Subscriptions for any pe- 
riodical publication are, as in Ger- 
many, received at any postoffice be- 
tween the Baltic and the Pacific. The 
number of monthly and quarterly 
journals, specializing on every con- 
ceivable subject, for every section of 
the population, now exceeds 1,300, en- 
joying an aggregate circulation ap- 
proaching 10,000,000, being vastly 
greater than ever before. 

But it is in the number of books 
that the U. S. S. R. most excels. The 
State Publishing House at Moscow, 
which, though the largest, is only one 
among hundreds of separate publish- 
ing establishments, issued, in a recent 
year, no fewer than 24,500 separate 
books and pamphlets. This is only 
about half the total for the U.S. S.R. 
These figures greatly exceed the whole 
literary output of Germany, Great 
Britain or the United States. And the 
editions are colossal. The average first 
edition, during 1931, of a serious work 
on science or philosophy was 11,600 
copies, being greatly in excess of the 
average in previous years and enor- 
mously greater than that of a German 
or British edition. A thick textbook 
on political economy was straightway 
printed in 100,000 copies. Of “mass 
literature,” such as pamphlets, school 
primers and “outlines,” the average 
edition in 1931 was 54,000. A speech 
by Stalin was printed in 2,000,000 
copies. All the publishing agencies 
complain of “paper starvation,” by 
which alone their editions are limited. 
And these publications are promptly 
sold. Some go out of print within a 
week and practically all within three 
months. Professors say that, unless 
they send instantly for a new work 
on their own subject, it is usually un- 
obtainable. Every branch of every 
trade union or cooperative society, 
every educational institution, every 
clubhouse, every Comsomol organiza- 
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tion has its own library and supplies 
its own circle of readers. 

Let us now turn to the other side 
and consider the repression that un- 
doubtedly exists in the U.S. S.R. This 
is not manifested in the multiplication 
of statutory or police prohibitions of 
personal behavior, of which the Briton 
or the American complains in Ger- 
many. Still less is it repression by 
merely social conventions, which in 
other countries seriously affect the 
practical freedom of the individual to 
deviate in clothing or habit, or in the 
visible standards or kinds of expendi- 
ture or in religious observances, from 
whatever is customary in his voca- 
tion, his class or his neighborhood. 
In all these respects the resident in 
the Soviet Union rightly claims to 
be more effectively free than the aver- 
age inhabitant of the smaller British 
or New England cities in which every 
one is known. 

On the other hand, in the Soviet 
Union every able-bodied adult is as- 
sumed and expected to work in return 
for his maintenance at some socially 
useful occupation. Although living in 
idleness on the interest from govern- 
ment loans or the State Savings Bank 
or on the royalties from past books or 
plays is not absolutely prohibited by 
law, it is only theoretically possible. 
In practice it would be severely repro- 
bated, rendered difficult in the ex- 
treme, and drastically taxed, while it 
might, in particular cases, be dealt 
with by exclusion not only from the 
franchise but, what is much more im- 
portant, also from membership of any 
trade union or cooperative society, in- 
volving relegation for all purchases to 
the higher prices and haphazard sup- 
plies of the open market. This practi- 
cal prevention of living without ser- 
vice to the community is rendered all 
the more repressive (to such individ- 
uals as may hanker after such a life) 
by the stern legal prohibition of spec- 
ulative buying and selling of commod- 
ities or securities, and of the “‘exploi- 
tation of labor,’ that is to say, any 
hiring of persons for the purpose of 
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making a profit by means of their 
work. It is, in fact, as impossible for 
an isolated individual to engage in 
business in the U. S. S. R. on his own 
account, if this involves any hiring of 
assistants, as it is for the resident in 
Great Britain to run a private post- 
office. 

Another kind of repression that is 
made the subject of complaint is what 
is ambiguously termed forced labor. 
In this is sometimes included what is 
more correctly classed as prison labor, 
or the work imposed on persons con- 
victed of crime as part of their sen- 
tence, whether as punitive or as inci- 
dental to their reformatory treatment. 
Such treatment of convicted criminals, 
which is not in any way condemned by 
the International Convention against 
Forced Labor, does not seem objec- 
tionable in itself. The Soviet Govern- 
ment is not even accused of any such 
perversions of the practice unfortu- 
nately still existing in various parts 
of America and Western Europe, as 
the hiring out of prisoners to con- 
tractors to be worked for private 
profit. Nor can the employment of 
convicted prisoners in economically 
productive labor—this being, perhaps, 
the only way of making the work of 
reformatory value—be seriously re- 
sented in a country where it can have 
no effect in undercutting the price or 
the wage in profitmaking employment. 
The Soviet Government has specifical- 
ly denied that any convicted criminals 
are employed in making commodities 
for export, and no refutation of that 
denial has been sustained. Moreover, 
the productive labor that could possi- 
bly be obtained from convicts, even if 
they were numbered in thousands, 
would be economically insignificant in 
comparison with the total production 
or even with the aggregate exports of 
so extensive an employer as the gov- 
ernment of the U.S. S. R. 

What the objectors to forced labor 
have in mind is, however, not the 
work of convicted criminals, but the 
legal compulsion to labor imposed on 
groups or sections of the population 
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at large, comparable with the obliga- 
tion to repair the roads by personal 
service that still prevails in France as 
in several States of the U. S. A. and 
is not quite unknown in British Crown 
colonies. About this kind of repres- 
sion it is difficult to get the facts 
clear. Apparently it is customary in 
some of the forest districts, where a 
large proportion of the adult male in- 
habitants habitually work in the lum- 
ber camps, for villages to agree in 
their local soviets that a specified 
number of workers shall be supplied 
from the village for employment on 
the wage conditions fixed by the col- 
lective bargaining between the repre- 
sentatives of the Timber Workers’ 
Trade Union (to which they all be- 
long), and the organ of the Soviet 
Government administering the indus- 
try. Such resolutions of the village 
councils bind the villages to insure 
that the agreed number of their men 
will join the neighboring lumber camp. 
Although the resolution does not 
oblige any particular individual to go, 
we may believe that local public opin- 
ion is coercive enough. Such a method 
of recruitment, under trade union con- 
ditions, which appears to have long 
been customary in one or other form, 
hardly deserves reprobation as forced 
labor. 

What is, indeed, habitual in the U. 
S. S. R., if not universal, is an eco- 
nomic compulsion to labor as the only 
means of obtaining maintenance, a 
compulsion which differs from that 
prevailing in other countries only in 
being applicable to the entire able- 
bodied population instead of only to 
the four-fifths of the population who 
are not property-owners. There is, 
however, a case in which this uni- 
versal economic compulsion to labor 
has apparently been converted into a 
measure of serious repression, and 
this must not be slurred over. In the 
U. S. S. R. there is normally, owing 
to the relative scarcity of laborers and 
the absence of social conventions, a 
wider and more effective freedom of 
choice of occupation as a wage or 
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salary earner than exists in any other 
country. But if persons are compul- 
sorily deported to remote districts in 
which only one or two occupations are 
carried on, and these possibly such as 
the deportees are physically unfitted 
for, their deportation may not only be 
deemed forced labor of a particularly 
objectionable kind, but may easily 
amount to severe punishment, and 
one not far short of premature death. 
Such were, sometimes, the condi- 
tions of exile to Siberia under the 
Czars. Such, it is reported, were often 
the conditions, to which were con- 
demned, in 1931, of a certain number 
of prosperous peasants, guilty of no 
crime except that of belonging to the 
class termed kulaks, who were de- 
ported to the northern timber dis- 
tricts, and possibly in that way forced 
into the lumber camps as the only 
means of subsistence. In other cases 
the expropriated kulaks are said to 
have found employment in railway 
construction, and some of them appear 
eventually to have been settled on 
unoccupied land as members of a spe- 
cial collective farm, which seems a 
much more suitable application of 
their labor. If the statement is true 
that whole herds of kulaks were vir- 
tually forced into the northern lumber 
camps—and the Soviet Government 
has not troubled to deny it—the case 
seems to be one of cruel repression. 
None of the foregoing cases, how- 
ever, represents the kind of repression 
by the Soviet Government that is most 
seriously complained of. That govern- 
ment is a dominant and intolerant 
autocrat in intellectual matters. In 
whatever it considers to be its own 
sphere, it suffers no rival influence 
to exist. It allows no sort of organiza- 
tion of the intellectual opposition that 
inevitably arises from time to time 
in large matters and in small. It is 
vigilantly watchful of the least ap- 
proach to what seems to be ““counter- 
revolutionary” in speech or writing. 
And this repression is exercised ruth- 
lessly on great personages and humble 
folk alike, with widespread spying and 
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delation; often, it is said, even today, 
without open trial or (except when 
deemed politically expedient) news- 
paper publicity, leading to severe sen- 
tences of imprisonment or punitive 
relegation to places where existence 
is but prolonged agony or even to 
secret execution, without information 
to relatives or friends. 

How much truth there is in this 
matter, so far as the present practice 
of the Soviet Government is con- 
cerned, no man can say. What is cer- 
tain is that such things have hap- 
pened in past years, though probably 
in nothing like the number of cases of 
which rumor speaks. No sensible per- 
son would be disposed to make a last- 
ing grievance of excesses committed 
during a forceful revolution or to af- 
fect surprise at the occurrence at such 
a time of cruelties and injustices of 
all kinds. Revolutions are apt to be 
like that. This is one reason why it is 
desirable to avoid them! But the Sovi- 
et Government takes no steps to dis- 
abuse the public at home or abroad of 
the common impression that similar 
action continues to be taken at the 
present time, whenever it is thought 
necessary. The traveler in the U. S. S. 
R. today, even if he starts unpreju- 
diced by hostile reports, can hardly 
escape the impression that, although 
public criticism of the details of ad- 
ministration is more abundant and 
less fettered than in any other coun- 
try, people are afraid to express even 
in privacy any fundamental objections 
to the Communist régime or any ap- 
prehensions of its possible failure or 
any preference for parliamentarism or 
the profit-making system. The think- 
ers and writers, academic or adminis- 
trative, do not themselves complain 
of this repression; perhaps do not 
care to venture a complaint. But it be- 
comes evident in intercourse that they 
feel a constraint not only on their 
expression but, what is much more 
serious, on their thought. 

The Western world has come to be- 
lieve that any such repression of free- 
dom of thought and freedom of speech 
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is not only a lessening of human hap- 
piness but also in the long run a seri- 
ous loss to the community itself. Un- 
less thinkers are free-to think as they 
please, they are on such subjects un- 
able to think effectively at all. A cen- 
sorship does not merely suppress what 
the Japanese Government stigmatizes 
as “dangerous thoughts.” It inevi- 
tably interferes with and finally pre- 
vents the conception of new thoughts 
that are essential to the community’s 
progress. Whatever may be necessary 
in times of war, every repression of 
the intellectual process involves, to 
the community as a whole, a loss none 
the less grave because it cannot be 
measured or even precisely defined. 
What shall it profit a nation if it pre- 
serves the authority of its govern- 
ment but loses its own soul? 

The excuse that is made for this re- 
pression by defenders of the Soviet 
Government is that, like the soldiers 
with fixed bayonets, guarding the 
bridges and factories, it is an outcome 
of war mentality. The Soviet Union 
feels that it is still in danger of at- 
tack and that it must take every step 
to secure itself against destruction. 
If this is really the case, it is a ca- 
lamity for the nation, which should 
as soon as possible be overcome. The 
very moment that reasonable security 
is attained the whole Western world 
would say that the Soviet Govern- 
ment would do wisely to allow to its 
thinkers the luxury, not so much of 
more consumable goods but, first and 
foremost, of greater intellectual free- 
dom. 

The suppression of freedom of 
thought and of utterance is not the 
only form of repression to which the 
Soviet Government is reputed to be 
prone. In the execution of its deci- 
sions there seems to be a cruelty and 
a personal injustice which is much to 
be deprecated. It may have been nec- 
essary to “liquidate” the kulaks, like 
the Orthodox Greek Church and the 
landowners and profit-making em- 
ployers. When whole classes of per- 
sons continue to practice what is 
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deemed to be seriously harmful to the 
community, the community has the 
right and the duty to suppress them. 
But all political experience shows that 
it is a positive injury to the commu- 
nity itself to make any such suppres- 
sion of classes, found to be harmful 
to the State, the occasion for cruel or 
unjust treatment of individuals. 

If in Great Britain it should be 
thought necessary to suppress any 
whole class, it may confidently be pre- 
dicted (1) that the execution of the 
decree would not be left to the tumul- 
tuous “mob justice” of the local au- 
thorities of town or village without 
the express sanction, in each case, 
after a public inquiry by some su- 
perior authority of judicial nature; 
(2) that every person to be “‘liquidat- 
ed” would be afforded an effective op- 
portunity of appealing, so as to insure 
that action was confined to those who 
were individually at fault; (3) that 
no deportation or exile or other pen- 
alty would be inflicted without judi- 
cial trial and sentence in open court, 
and (4) that at least a compassionate 
allowance would be awarded to those 
unable to take to another occupation. 
The English people would think they 
did this out of humane feeling and 
belief in “fair play.’’ Subconsciously it 
would be because they have learned 
that it does not, in the long run, pay 
a community, any more than it pays 
an individual, to act otherwise than 
justly and kindly. 

There is one justification, so far as 
it goes, of what the English and the 
Americans would consider a repressive 
régime which is worth emphasizing, 
because it is one which the Western 
world has hitherto to its own serious 
detriment continuously ignored. The 
Soviet Government maintains its very 
great authority over the individual 
citizen because it believes in the su- 
preme necessity, for the mental and 
moral as well as the economic develop- 
ment of the U. S. S. R., of a deliber- 
ately planned environment. The argu- 
ment is that, without the General 
Plan, extending to all the activities of 
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the entire population, it is impractica- 
ple for the bulk of the people to 
emancipate themselves from the il- 
literacy, the squalor, the dirt, the dis- 
ease, the vice, the crime and the abject 
poverty in which these many millions 
were sunk. Without an increase of 
wealth production and a universal rise 
in the standard of life, no mental or 
moral progress—in short, no rise out 
of barbarism—is practicable. What is 
required is to change the whole en- 
vironment to which the average pro- 
letarian or peasant family is continu- 
ously subjected. This involves nothing 
less than the substitution of a delib- 
erately planned environment for that 
which has come about as the result of 
mere animal instinct, superstition and 
magic, working on undeveloped nat- 
ural resources. A planned environment 
involves widespread and continuous 
interference with individual desires, 
wills, purposes and activities. 

This, however, does not necessarily 
mean any diminution of the aggregate 
freedom of the whole population. It is 
the environment itself which limits 
individual freedom, irrespective of 
whether the environment is or is not 
planned. The youth in Dreiser’s Amer- 
ican Tragedy is certainly shown as 
more coercively molded by the en- 
tirely unplanned environment to which 
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he is subjected—and, accordingly, less 
free to escape moral ruin and the 
electric chair—than the youth in the 
U.S. 8S. R., for whose effective eman- 
cipation and freedom of development 
an all-pervading environment is de- 
liberately planned. We must clear our 
minds of cant. 

The individual American or Briton is 
in the vast majority of cases just as 
much compulsorily subjected to an ex- 
tremely coercive environment as the 
individual inhabitant of the U.S. S. R. 
In fact, the Soviet Government claims 
that by deliberately planning the en- 
vironment of its people it largely in- 
creases their effective freedom of life. 
The essential difference between a 
planned and unplanned environment 
is that the one unavoidably affects 
the whole of the people, while the 
other can be escaped from, to a great- 
er or less extent, by the property-own- 
ing and professional classes, especially 
if what they desire is to lead an in- 
tellectual life. It may be argued that 
this, which may well be the most pre- 
cious liberty of all, ought not to be 
monopolized. “Liberty,” said Lenin on 
one occasion, “is so valuable that it 
must be rationed.” This, in brief, is 
the Soviet case for a virtually auto- 
cratic Five-Year Plan. 





The Chamberlain Family in 
British Politics 


By S. K. RATCLIFFE 


(Mr. Ratcliffe, a well-known British 
publicist, is a frequent lecturer in the 
United States. A Liberal in British poli- 
tics, he is a close student of contem- 
porary affairs in his own country and 
because of intimate association with the 
leaders of Great Britain is particularly 
competent to describe the rdéle of the 
Chamberlain family in recent British 
history.] 


HEN the members of the British 
Cabinet returned home from 

the Ottawa Conference in September, 
1932, there was not one of them, with 
the possible exception of J. H. Thomas, 
that was anxious for publicity. But 
the interviewers, of course, were 
merciless. The missionaries of empire 
were compelled to talk; and Neville 
Chamberlain, Chancellor of the Ex- 
chequer, was tempted into an utter- 
ance of filial piety which he must 
expect to have quoted against him for 
the remainder of his political life. It 
was to the effect that the Ottawa 
tariff agreements were to be regarded 
as important or satisfactory, because 
they were in the direction of a ful- 
fillment of his father’s—Joseph Cham- 
berlain’s—dream of a British Empire 
bound together by the ties of tariff 
arrangement and imperial preference. 
This statement and its response in 
the British press made an interesting 
parallel to a scene enacted in the 
House of Commons some months 
earlier. The same son of the Birming- 
ham politician had introduced in Par- 
liament the first large and fully ac- 
knowledged tariff measure sponsored 
by the National Government presided 
over by Ramsay MacDonald. In a 
House crowded with Tory members re- 
joicing in their triumph, and mali- 


ciously delighting in the fact that the 
former Labor Prime Minister was 
their prisoner, Neville Chamberlain 
had made the peroration of his speech 
a tribute to his father. 

In 1903, it will be remembered, 
Joseph Chamberlain left his place in 
the Cabinet and went into the political 
wilderness, finally renouncing hope of 
becoming Prime Minister, in order to 
lead and consolidate a new tariff party 
in Britain. Politicians of the newer im- 
perialism were on his side, along with 
most of the big newspaper owners, but 
Balfour, the Cecils and all the Con- 
servative chiefs who counted heavily 
in the country were against him. 
Thirty years ago free-trade argument 
and free-trade sentiment were too 
much for Joseph Chamberlain. The 
Tory party, rent in twain by. him, was 
smashed at the polls three years later. 
And he himself was at the end of his 
tether. In 1906 his fellow-citizens ac- 
corded him a seventieth birthday tri- 
umph in Birmingham. Immediately 
afterward he suffered a physical col- 
lapse. He never looked up again, and 
he died soon after Europe was plunged 
into war. 

We may then count it as one of the 
oddest pieces of irony in the annals 
of modern England that a quarter of 
a century after this masterful and 
frustrated man had passed from the 
scene, a mass of young Tories in the 
Commons should make the House ring 
with cheers because a son of Joseph 
Chamberlain had been the chief in- 
strument in bringing to an end the 
historic fiscal policy of his country, 
thus carrying Britain into the tariff 
column, at a time when every country 
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in that column was becoming pro- 
foundly disturbed over the question of 
restricted or freer trade. 


Fifty years ago the leader of radical 
England, Joseph Chamberlain, was a 
most remarkable product of the Vic- 
torian age. In 1880 almost everybody 
on the progressive side believed that 
nothing short of premature death 
could prevent his being the immediate 
successor of Gladstone. They were 
certain he would be the first radical 
Prime Minister of Great Britain. Not 
a few of them were convinced that he 
was destined to lead the new democ- 
racy of Britain through a parliamen- 
tary revolution, which would bring 
about a complete democracy, with the 
abolition of all social privilege and, 
above all, a drastic change in the land 
system and all the laws of property 
and inheritance. The transformation 
of Joseph Chamberlain between 1885 
and 1890 was.a major event in the 
history of modern England. No less 
does the position of his two sons 
in British politics, with their work 
and influence in the half generation 
following the elder Chamberlain’s 
eclipse, make one of the most curious 
chapters in English parliamentary 
life. 

Joseph Chamberlain was a man of 
unusual character and of extraordi- 
nary talents for political leadership. 
He ought to have been Prime Minister 
in the late-Victorian epoch, head of a 
government before the close of the 
great age of British expansion. He 
altered his direction, changed his 
party and never came within sight 
of the highest place. The elder of his 
two sons, Austen, was pushed into 
the Cabinet as his father left it. For 
a short spell after the World War 
he was leader of the Conservative 
party, a place he lost in 1922 through 
an odd misjudgment of circumstances 
and tendency. He held the great office 
of Foreign Secretary for four years. 
Now in his seventieth year, his active 
political career is over. 

The younger son, Neville, we have 
observed in a characteristic position 


409 


and attitude. He holds the second post 
in the National Cabinet and after 
Stanley Baldwin is the most conspicu- 
ous figure in the Conservative party. 
It is more than probable that he will 
be Prime Minister. There are many 
persons of political consequence in 
England today who are predicting 
that Neville Chamberlain will succeed 
Ramsay MacDonald, and that his pro- 
motion may be looked for before the 
year 1933 is well advanced. In view 
of what seems to be the virtual cer- 
tainty that the composite MacDonald 
Government will be followed by a 
straight Conservative Party Govern- 
ment, coupled with the almost equal 
certainty that the diehard Tories will 
not again submit—for more than a 
short interval, if at all—to be led by 
Stanley Baldwin, one may well ask, 
without joining the more positive of 
the prophets: If not Neville Chamber- 
lain, who is to be the next British 
Prime Minister? 

Here, then, is the Chamberlain dy- 
nasty, the political trinity of Birming- 
ham, the English Midlands metropolis. 
Let us consider them briefly in turn. 

Of Joseph Chamberlain, born in 
1836, we shall be reminded in fullest 
measure soon after these lines are in 
print, for the first part of his biog- 
raphy, long in preparation by J. L. 
Garvin, editor of the London Ob- 
server, is about to appear. Joseph 
Chamberlain was the first of a new 
line of English statesmen—a business 
man who at an early age had made a 
fortune in industry and so was able 
to devote himself wholly to public 
affairs before reaching his fortieth 
year. He had a passion for local prog- 
ress, a keen civic sense, and a concep- 
tion of politics as ‘“‘the science of so- 
cial happiness” which was extremely 
rare in the last third of the nineteenth 
century. As a civic reformer his rec- 
ord was most notable; his Mayoralty 
of Birmingham marked a clear divi- 
sion between the mid-Victorian dark- 
ness and a progressive modernism. 

He passed swiftly from local to na- 
tional politics, and in 1880 had to be 
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admitted by Gladstone into the Cabi- 
net because his leadership of the left- 
wing Liberals was undeniable. Glad- 
stone looked upon him as an intruder 
and could not accept him as an equal. 
The two men clashed over Ireland 
when Gladstone took his historic step 
toward home rule. We must assume 
that the break was inevitable, and 
therefore that there was nothing for 
it but that Joseph Chamberlain should, 
after a spell of mugwumpery, move 
into the Conservative camp and nar- 
rowly miss the ironical destiny that 
would have been his had Arthur Bal- 
four not barred the way to the party 
leadership. 


The Boer War (1899-1902) made 
Joseph Chamberlain known to the out- 
side world. Mr. Garvin’s study will 
probably show that he had no wish 
for war and hated it when it came. 
But he was the Minister most closely 
identified with the policy which led 
to war; he never sought to evade or 
lessen his share of responsibility for 
it; he held immovably to the design 
of conquest and annexation. And we 
must infer that until the end he re- 
mained unaware of the significance of 
the Boer War in the evolution of 
British power and unimpressed by the 
impressive fact that it was his policy 
and temper, as much as anything else, 
that set the public opinion of the civ- 
ilized world decisively against Britain, 
until such time as a Liberal Govern- 
ment made the act of partial redemp- 
tion by building the constitution of an 
equal and united South Africa. 

After the peace, Joseph Chamber- 
lain paid a visit to South Africa. We 
shall learn in due time what that ex- 
perience meant to him. What we know 
now is that on returning to England 
he threw aside his old interests, once 
again changed his political course and 
announced his complete conversion to 
a protective tariff and a scheme of 
imperial preference. He did not under- 
stand what he was doing. He had been 
too much of a disciple of the Victorian 
free-traders to be capable of master- 
ing the economics of an imperial cus- 
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toms union superimposed on a system 
so various and peculiar as the British 
Empire. His guesses and his blunders 
became a confused comedy, and As- 
quith, with his cold logic, his com- 
mand of the armory of classic polit- 
ical economy and his weight of intel- 
lectual eloquence, followed him round 
the country and demolished his case 
point by point. Joseph Chamberlain 
was completely defeated. He was too 
old to recover. But he left a name 
which, by the strangest irony and the 
luck of an unimaginative son, became 
a legend to be invoked in Britain’s 
hour of crisis and amid a gathering 
of Tory tariff-worshipers who do not 
care two straws for the work or the 
reputation of the first member of the 
Birmingham trinity. 

We need not dwell upon the life and 
miracles of the second member. Aus- 
ten Chamberlain enjoyed all the ad- 
vantages which his father had missed. 
He went to Cambridge University and 
had no need to consider any profes- 
sion save politics. The gate to Parlia- 
ment was opened for him, and when, 
at 40, he was made Chancellor of the 
Exchequer, no one in England cared 
to deny the universally accepted belief 
that if he had borne a different sur- 
name Balfour would not have deemed 
him worthy, at that time, of anything 
higher than an under-secretaryship. 
He was fortunate in his family and in 
his time. 

But let it not be supposed that Aus- 
ten Chamberlain is or has been an in- 
competent politician or Cabinet Min- 
ister—far from it. He was thoroughly 
trained in public affairs. He has al- 
ways known his subjects. With none 
of his father’s endowment of personal 
force or power in debate or mastery 
of men, he made himself a good par- 
liamentarian and a competent depart- 
mental executive. Always conscien- 
tious, he has been faithful to the 
older British standard of Cabinet re- 
sponsibility. For instance, he resigned 
the Secretaryship for India on the 
exposure of the miserable tragedies 
of the Mesopotamian Expeditionary 
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Force, although they could not be laid 
at his door. He was the titular leader 
of the Conservative party in 1922, 
when Lloyd George and his Coalition 
crumbled. Austen Chamberlain is a 
loyal colleague. He knew that Lloyd 
George was doomed, but presumably 
he did not know—one wonders how 
he can have missed a fact so patent— 
that the country was tired to death 
of coalition politics. At any rate he 
resolved to stick to Lloyd George and 
so was not in the first Conservative 
Government after the war. Stanley 
Baldwin stepped into his place, and in 
so doing came in for the duty of mak- 
ing the British war debt settlement at 
Washington in 1923. 


Strangely enough, however, the 


events of that year opened the way 
for Austen Chamberlain’s promotion 
to the highest office that he was des- 
tined to fill—the Foreign Secretary- 
ship in the Baldwin Cabinet, after 
Ramsay MacDonald faded out in 1924. 
Mr. MacDonald in the most successful 


six months of his checkered career 
had prepared the ground. Europe ap- 
peared to be at the beginning of a 
genuine recovery. The invasion of the 
Ruhr was over. The Dawes Plan was 
in effect. The pacts of security were 
coming into view. During Austen 
Chamberlain’s incumbency at the For- 
eign Office the Locarno Treaty of 
mutual guarantee was signed and the 
Kellogg Pact was accepted by more 
than fifty nations. With the first he 
had much to do; with the second, 
nothing. 

For the rest, Austen Chamberlain’s 
term of office as Foreign Secretary 
was anything but distinguished. He 
was responsible for the abortive agree- 
ment with France which had the evil 
effect of reviving Anglo-American 
suspicions with respect to naval policy. 
He failed to exercise any restraint 
upon Winston Churchill and his asso- 
ciates when they were working for 
the frustration of the Coolidge Naval 
Conference at Geneva. His was the 
blunder in respect to the Council of 
the League of Nations which, in the 
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year before Germany’s admission, 
came tragically near to wrecking the 
entire Geneva system. Since then he 
has become a confessed believer in 
Geneva and the League of Nations, 
but as Britain’s Foreign Secretary he 
did not attain success in Europe. His 
subservience to Paris was the most 
conspicuous feature of his policy. He 
was the predecessor of Sir John Simon 
in a course which must surely be 
reckoned the strangest possible on the 
part of a Conservative Foreign Min- 
ister—the policy that makes Britain 
speak and act as a power which in 
European affairs plays second to her 
nearest Continental neighbor. 

Not in Europe, surely, is Sir Austen 
Chamberlain to be commended; but 
in Asia, yes. At an early stage of the 
present Chinese troubles he addressed 
a note to the powers which embodied 
a sound and liberal policy toward the 
Far East. It deserved recognition and 
cordial support. If that had been forth- 
coming, there can be little doubt that 
the outlook in China would be materi- 
ally different from what it is. 

And now the third member of the 
family—what of him? In British po- 
litical history there is no analogue to 
Neville Chamberlain. Like his father, 
he was identified with business and 
local affairs in Birmingham. He was 
past 50 when Lloyd George, at the 
end of the war, found a place for him 
in the government, making him Min- 
ister of National Service, an office 
in which no man could succeed. In the 
post-war Conservative Cabinets he 
has made his way, doing best as Min- 
ister of Health in the four years be- 
tween the first and second Labor Ad- 
ministrations. Last year, when Ram- 
say MacDonald, to the amazement of 
the world, formed the National Gov- 
ernment, Neville Chamberlain was 
within call, and when Philip (now Vis- 
count) Snowden relinquished the Ex- 
chequer his successor could have been 
confidently named in every newspaper 
office. 

Snowden, faithful still to the cause 
of free trade, and now, on that ac- 
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count, an exile from the Cabinet, 
would not consent to do the work of 
a National Government when it came 
to the making of a general tariff. 
True, Walter Runciman, once of an 
orthodoxy no less stern than Snow- 
den’s, has done just that. Without his 
most efficient aid, it seems, the thing 
could not have been done within a 
year, with the Ottawa Conference 
standing by itself among consultative 
assemblies of the British Common- 
wealth. Without Mr. Runciman at Ot- 
tawa and Westminster, Britain would 
not be a tariff country to the extent 
that it has now become. 

But when all is said, the structure 
is largely, if not mainly, a Chamber- 
lain achievement. Mr. Chamberlain is 
a very able, industrious and conscien- 
tious public man, entirely devoted to 
his fiscal theory. He, as much as or 
more than any man, has piloted Eng- 
land through the shallows and rapids 
and has played his full part in the 
astounding feat of winding up the 
century of free trade. Ten years ago, 
five years ago, would any one have 
believed that the one great free trade 
country of the world could, at a time 
when the tariff doctrine is under fire 
everywhere, have passed in a few 
short months under a general tariff 
and into the bonds of a preferential 
system controlled, in no small degree, 
by her own dominions? 

A very remarkable record; yet who 
would say that Mr. Chamberlain, on 
this showing, is a statesman or even an 
astute politician? The National Gov- 
ernment set out with caution. It was 
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not to make a plunge into protection, 
but to move with strict regard to the 
facts and needs of the moment, to 
adopt a modern realistic policy. And 
the task of experiment and adjust- 
ment is entrusted to the most con- 
vinced and determined protectionist 
in the Cabinet, one by the side of 
whom Stanley Baldwin is almost a 
free trader. 

And this surprising crusader—busi- 
ness executive, Birmingham-trained 
realist, practical man with no non- 
sense about him—announces both be- 
fore Ottawa and afterward that the 
facts and needs of a hard new time 
have very little to do with it. The 
temptation to fall back upon holy writ 
is irresistible. He says in almost as 
many words, Wist ye not that I must 
be about my father’s business? This 
tremendous thing he has done—or so 
we are asked to believe—because the 
Chancellor of the Exchequer is the 
son of Joseph Chamberlain, whose 
dream of a tariff-controlled empire 
must be fulfilled. 

A man of competence and purpose 
is Neville Chamberlain. He seems not 
to belong to the House of Commons. 
He is anything but a fine or interest- 
ing Parliamentary speaker. He does a 
job of departmental administration 
much better than most. He has indus- 
try, character, public spirit and a full 
endowment of popular qualities. The 
Tory party needs a leader, and, as I 
have said, it may before long need a 
Prime Minister. There is at present 
no man in the field who could hope to 
stop Neville Chamberlain. 





The Dilemma of the War Debts 


By BERNHARD OSTROLENK 


{[Dr. Ostrolenk, a frequent contributor 
to CURRENT History, is the author of 
numerous works on economic subjects, 
the most recent of which is How Banks 
Buy Bonds. 

HE problem of war debts, which for 
=. decade has disturbed interna- 
tional commerce and been a subject of 
controversy both between Europeans 
and Americans and between different 
sections of the American people, as- 
sumed a new aspect on Nov. 22 when 
requests by Great Britain, France and 
other debtor nations to the United 
States Government to make further 
reductions in their obligations led to a 
meeting between President Hoover 
and President-elect Franklin D. Roose- 
velt to discuss future American policy 
on the subject. 

These debts originated in the World 
War. Before the United States entered 
the war on April 6, 1917, there had 
been intergovernmental borrowing 
among the Allies amounting to a total 
of about $8,000,000,000, of which 
$6,000,000,000 had been advanced by 
Great Britain. While the United 
States Government, because of its neu- 
tral position, had made no loans to 
any of the belligerents, a part of the 
Allied credit did come from private 
sources in America, such as banking 
and business houses that purchased 
the bonds of the Allied governments 
and those who bought American se- 
curities held by foreigners, thereby 
Supplying the Allies with dollar bal- 
ances with which to obtain war 
materials in America. 

But with the entrance of the United 
States into the war, President Wilson 
urged the extension to the Allies “of 
the most liberal credits in order that 
our resources may as far as possible 
be added to theirs.” By April 24 Con- 
gress had authorized a bond issue of 


$5,000,000,000 of which $3,000,000,000 
was to be advanced to countries “en- 
gaged in war with enemies of the 
United States.” Thus began a series 
of loans that totaled $7,000,000,000 
during the war, $2,500,000,000 after 
the armistice was signed and about 
$740,000,000 for war relief supplies, 
makiug a grand total of loans to the 
Allies of $10,240,000,000. 


These loans were not made in 
money but in credits established with 
the Federal Reserve Banks, which en- 
abled the Allies to purchase goods in 
the United States and pay for them 
out of their credit balances. Practi- 
cally the entire amount thus advanced 
to the Allies was spent in the United 
States. The Treasury lists a total of 
$11,800,000,000 expended by the AI- 
lied governments in the United States 
during the war, or about 15 per cent 
more than their total borrowings. 
There has been some dispute regard- 
ing the inclusion of certain purchases 
as not being made strictly for war 
purposes, and there has also been 
some objection to including the post- 
armistice purchases and debts for 
practically the same reason. The post- 
armistice debts were made because it 
was felt that American industries, 
running on a war basis, would 
suffer seriously if war orders were 
suddenly canceled. It was therefore 
thought advisable to make the loans 
to the Allies to enable them to accept 
the materials that had been ordered 
and so permit production to contract 
without undue abruptness. In some 
cases humanitarian reasons were in- 
volved, while in others considerations 
of price maintenance for agricultural 
production played a part. 

The original credits were extended 
to the Allies on notes. After the war 
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Congress created the World War For- 
eign Debt Commission to arrange with 
the Allies for repayment of their 
debts. The act, passed in 1922, to create 
this commission, instructed it to col- 
lect the debts in twenty-five years and 
charge the debtors 414 per cent in- 
terest. From that moment on the debts 
became an international problem of 
the first magnitude. Great Britain, 
the first country to discuss debt set- 
tlements with the commission, pro- 
tested that the time was too short and 
the interest rate too high. The commis- 
sion gave way on both points and made 
a settlement covering the British debt 
of $4,000,000,000 spread over a period 
of sixty-two years with a varying in- 
terest rate, averaging 3.3 per cent for 
the whole period, and making the total 
payments of principal and interest 
amount to $11,000,000,000. By an 
amendment adopted in February, 1923, 
Congress gave the commission wider 
powers and thereby signified its ap- 
proval of the British settlement. There 
followed settlements with some twenty 
debtor nations. In each case, the nation 
was asked to pay the principal in full 
but at an interest rate varying in 
accordance with the formula of “ca- 
pacity to pay.” Thus Great Britain, 
Poland, Czechoslovakia and Rumania 
were asked to pay slightly more than 
3.3 per cent; France was charged only 
1.64 per cent, and Italy least of all at 
0.405 per cent. 

The $10,000,000,000 originally ow- 
ing to the United States was funded 
for a total of principal and interest 
of $22,000,000,000. Because the gov- 
ernment was paying more in interest 
on its bonds than the interest paid 
by the Allies, the settlements repre- 
sented a partial cancellation of the 
debt. If the interest on United States 
bonds is computed at 41% per cent, the 
cancellation is about 438.1 per cent; 
on the basis of 3 per cent interest, can- 
cellation would amount to 23.4 per 
cent. 

Up to Jan. 1, 1932, the United States 
Government had received in total pay- 
ments on account of principal and in- 
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terest $2,600,000,000, of which Great 
Britain had paid $1,900,000,000, or 73 
per cent of the total; France had paid 
$486,000,000 and Italy $98,000,000. 

During the years that followed the 
settlements up to 1931, a furious de- 
bate was in progress in the United 
States as to the wisdom of accepting 
debt payments from the Allies. Ex- 
perts in foreign trade and economists 
argued that these huge payments 
must of necessity contract the foreign 
markets of the United States and 
flood the country with foreign goods. 
Another important group held that the 
debtors would never be able to pay. 
Both views seemed to be proven wrong 
by the fact that American exports to 
foreign markets kept on expanding 
and that the Allies were meeting their 
obligations in spite of the high tariff 
duties that sharply restricted imports. 
But in reply it was pointed out that 
the debts of the Allies were really 
being paid by borrowings from pri- 
vate individuals, corporations and 
banks in the United States, and when 
these loans ceased debt payments must 
stop. 

The Allies had balanced their budg- 
ets by including on the credit side 
reparation payments from Germany 
and on the debit side debt payments 
to the United States. Between the 
Allies and Germany, reparation pay- 
ments also gave rise to a controversy 
which led successively to the Ruhr in- 
vasion, the Dawes Plan with foreign 
supervision of the Reichsbank and the 
Young Plan with the Bank for Inter- 
national Settlements as the transfer 
agency in place of the Reichsbank. 
Germany’s reparations to the Allies 
were fixed in 1921 at $32,000,000,000. 
Payments to the Allies during the op- 
eration of the Dawes and Young Plans 
are estimated by Dr. Hjalmar Schacht 
at $5,200,000,000. 

The depression of 1930 made it im- 
possible for Germany to meet its ob- 
ligations, thereby threatening the 
budgets of the Allied countries with 
chaos. Fear of a world-wide financial 
collapse was in the air, not only 
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because dislocation of international 
government finance was involved, but 
also because of the probability of a 
preakdown of the intricate system 
of international private finance. Banks 
began hastily to withdraw their 
foreign balances only to weaken the 
position of each and all. Securities 
were dumped on the market by these 
banks in an effort to secure liquid 
assets with which to meet these with- 
drawals. It was at this time—in June, 
1931—that President Hoover suggested 
a moratorium on Allied debts to the 
United States if the Allied govern- 
ments would also declare a morato- 
rium on intergovernmental debts. 
Great Britain accepted the plan the 
next day, France about two weeks 
later, while the other governments fell 
into line. 

Congress, when it met in December, 
1931, approved the moratorium but 
added the following stipulation: “It 
is hereby expressly declared to be 
against the policy of the Congress 
that any of the indebtedness of for- 
eign countries to the United States 
should be in any manner canceled or 
reduced; and nothing in this joint 
resolution shall be construed as indi- 
cating a contrary policy or as imply- 
ing that favorable consideration will 
be given at any time to a change in 
the policy hereby declared.” 

President Hoover’s moratorium was 
followed by a request from the Ger- 
man Government to the Bank for 
International Settlements on Nov. 19, 
1931, for the convocation of a special 
advisory committee under the Young 
Plan, on the ground that “they [the 
German people] have come to the con- 
clusion in good faith that Germany’s 
exchange of economic life might be 
seriously endangered” by further pay- 
ment of their annuities. The Board 
of the Bank for International Settle- 
ments responded by appointing a com- 
mittee of seven to study the question 
of German reparations, and on Dec. 
23, 1931, the committee reported that 
Germany “will not be able in the year 
beginning in July next [1932] to 
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transfer the additional part of the 
annuity.” The committee also drew 
the “attention of the governments to 
the unprecedented gravity of the 
crisis,” and stated that “in the cir- 
cumstances the German problem— 
which is largely responsible for the 
growing financial paralysis of the 
world—calls for concerted action 
which the governments alone can 
take.” 

As a result of these urgent recom- 
mendations, the Lausanne conference 
was convoked on June 16, 1932, in 
order “to agree to a lasting settle- 
ment of the questions raised in the re- 
port of the Basle experts and on meas- 
ures necessary to solve the other eco- 
nomic and financial difficulties which 
are responsible for and may prolong 
the present world crisis.” The first 
step taken by the conference on the 
day it convened was the adoption of a 
resolution postponing ‘the execution 
of payments due to the powers par- 
ticipating in the conference” during 
the discussions. The conference, which 
lasted until July 9, 1932, was produc- 
tive of a series of instruments, the 
gist of which amounted to a reduction 
of the reparations debt from the figure 
of $32,000,000,000 fixed in 1921, to 
approximately $714,000,000. 

In the United States this virtual 
wiping out of all German repara- 
tion payments was greeted with a 
universal feeling of satisfaction, 
though it was tempered somewhat by 
the publication on the following day 
of a supplementary document making 
the Lausanne agreement conditional 
upon “satisfactory settlement of the 
war debts owed to the United States.” 

The action of the debtor nations in 
virtually canceling German repara- 
tions, but at the same time making 
cancellation conditional upon similar 
action by the United States regarding 
the debts, tied the two problems to- 
gether and raised the question which 
Mr. Hoover and Mr. Roosevelt met to 
discuss on Nov. 22. 

On Nov. 10, while Mr. Hoover was 
still resting at Palo Alto, his Califor- 
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nia home, after the strenuous effects 
of the campaign, the State Depart- 
ment received a note from Great 
Britain categorically stating that the 
debt problem “as now existing must 
be reviewed” and asking for a mora- 
torium “for the period of the discus- 
sion.”’ On the same day the adminis- 
tration received a note from France 
calling President Hoover’s attention 
to the “heavy sacrifices” to which she 
had “voluntarily agreed” at Lausanne 
and also asking for a reconsideration 
of the debt problem, with a morato- 
rium. 

On receipt of these notes in Wash- 
ington, President Hoover immediately 
terminated his vacation and started 
for the Capital. On his way he dis- 
patched a telegram to President-elect 
Franklin D. Roosevelt in which he 
outlined to him the situation and 
called special attention to the fact 
that “similar requests are to be made 
by other governments” and that one 
debtor nation has defaulted on a pay- 
ment due Nov. 10 and another debtor 
nation has served notice to our gov- 
ernment of its inability to pay. 

The President pointed out to Mr. 
Roosevelt that the request of the 
debtor governments went beyond the 
terms of the Congressional resolution ; 
that, in fact, the Congressional resolu- 
tion definitely limited the power of 
the President either in granting the 
extension now desired or in encourag- 
ing further discussions that might 
lead the debtor nations to hope for a 
further debt reduction. Moreover, the 
discussion would necessarily be pro- 
tracted into the administration of Pres- 
ident-elect Roosevelt. “Any change in 
the attitude of Congress,” the Presi- 
dent said, “will be greatly affected 
by the views of those members who 
recognize you as their leader and 
who would properly desire your coun- 
sel and advice.” Because “time is of 
great importance in all of these ques- 
tions,” the President stated that he 
hoped that President-elect Roosevelt 
on his trip through Washington would 
“find it convenient to stop off long 
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enough for me to advise with you,” 
adding that he would “be only too 
glad to have you bring into this con- 
ference any of the Democratic Con- 
gressional leaders or any other ad- 
visers you may wish.” 

President Hoover’s invitation to 
President-elect Roosevelt immediately 
aroused the interest of the entire 
country not only because of the grav- 
ity of the situation confronting the 
political and economic interests of 
the United States but also because of 
the unprecedented nature of the pro- 
posed conference between Hoover and 
Roosevelt. 

Mr. Roosevelt accepted the Presi- 
dent’s invitation but also “took the 
liberty of suggesting that we make 
this meeting wholly informal and per- 
sonal,” and he moreover advised the 
President to see the Democratic lead- 
ers at his earliest opportunity be- 
cause, “in the last analysis the im- 
mediate question raised by the Brit- 
ish, French and other notes creates a 
responsibility which rests upon those 
now beset with the executive and 
legislative authority.” 

The conference between Mr. Hoover 
and Mr. Roosevelt was productive of 
no public statement, but the next day, 
Nov. 23, President Hoover issued a 
statement, reviewing the history of 
the debt, pointing out again that there 
is no relation between debts and rep- 
arations, and calling attention to the 
action of Congress in December, 1931, 
which strictly limited his authority. 
He believed, however, that this Con- 
gressional action did not relieve him 
of responsibility to exert his own opin- 
ion. He felt there was no cause for an 
immediate moratorium but, on the 
other hand, he believed that the 
changed world situation, especially 
the drop in world prices which had 
increased the burden of debt, made it 
desirable that Congress appoint 4 
commission to take up with each na- 
tion individually and separately an 
adjustment of the debt based on the 
changed conditions. Later in the day 
President-elect Roosevelt issued 2 
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statement substantially endorsing the 
stand of President Hoover. Instead of 
favoring the appointment of a com- 
mission to discuss the readjustment 
of the debts, he was in favor of con- 
ducting such discussion through reg- 
ular diplomatic channels, presumably 
through the Department of State. On 
Nov. 26 notes embodying these views 
were sent to the British and French 
Embassies. 

Two courses are open to the United 
States: (1) To insist upon payment 
of the debt in full; (2) to comply with 
the request of the debtor nations to 
discuss with them the feasibility of 
scaling down the debt. 

If we assume the first course and 
demand payment and if the debtor 
nations default, we could not collect 
what is owing in any other way except 
by going to war, a suggestion which 
is ridiculous on its face and altogether 
out of the question as a method of 
debt collection. 

The question therefore reduces itself 
to whether the Allies can pay, and if 
they cannot, whether it is to our in- 
terest to force them into a formal 
default. If the government of the 
United States should insist on pay- 
ment it is probable that the important 
debtor nations, such as Great Britain 
and France, would probably not sub- 
mit to a default, but in one form or 
another would raise through taxation 
sufficient funds at home with which 
to buy dollar balances abroad and 
meet their obligations. Those coun- 
tries that would be forced into default 
would have their credit seriously im- 
paired and thereby would still further 
hinder commercial and financial rela- 
tions with ourselves and with other 
parts of the world. Moreover, default 
would be equivalent to the repudiation 
of the entire debt. In that event we 
must face the proposition that, with 
the exception of the more important 
countries, a portion of the debt would 
not be collected even if we insisted 
upon payment. 

More important is the question 
whether, even if the debts could be 


paid, it would be good economic policy 
for America to accept or expect pay- 
ment. The problem of receiving pay- 
ment of such large amounts presents 
almost as insuperable difficulties for 
the creditor as making payment pre- 
sents to the debtor 

It has been stated over and over 
again that the debtors can pay to the 
United States only in the form of 
goods and services, because there is 
not sufficient gold in the entire world 
to pay more than one-half of the war 
debts. The supply of gold in all the 
central banks of forty-five countries 
totals $11,000,000,000, of which the 
United States already has a little over 
$4,000,000,600. If we are to accept the 
principle that our debtors can only 
pay us in goods and services, we must 
permit a larger amount of imports to 
come into the country than we export. 
Obviously, then, the payment of so 
large a debt by the Allies to the 
United States, irrespective of their 
capacity to pay, would involve im- 
portant changes in the commercial 
policies and activities of the country 
and would impair industrial activity. 
Under normal conditions American 
exports pay for American imports. 
Debt payment is made possible only 
when there is a surplus of imports 
over exports to pay for the debts. 
This would not only inflict hardships 
on American producers, but would 
necessitate the debtor nations forcing 
exports beyond their economic limits 
in order to obtain adequate surpluses 
with which to buy dollar exchange to 
pay the government debts. 

It has been argued that it may not 
be necessary for Great Britain to have 
a surplus in the United States—that 
payments can be made indirectly, for 
example, by Great Britain selling 
manufactured goods to Brazil, and 
that the surplus of exports from Great 
Britain to Brazil be used to pay for 
the imports from Brazil into the 
United States. While this method of 
paying debts is entirely possible and 
in fact is common, the debts would 
still have to be paid by goods. What 
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is proposed means that American ex- 
porters to Brazil would have to re- 
duce their exports in face of the on- 
slaught of British exports there and 
that instead of giving a favorable bal- 
ance of trade to Great Britain we 
would give it to Brazil. By this 
process we merely shift the favorable 
balance of trade; we are still con- 
fronted with the fact that there must 
be an excess of imports over exports. 

The American people have refused 
to recognize this principle and, while 
insisting upon full payment of the 
debts, have at the same time placed a 
series of obstacles in the way of debt 
payment, which can be summarized 
as follows: 

(1) On two occasions they have in- 
creased the tariff in order to prevent 
imports, thereby creating further dif- 
ficulties for the debtor nations. 
(2) The policy of forcing exports 
from the United States has been in 
direct opposition to the principle of 
accepting debt payments. (3) Immi- 
gration restriction has stopped the 


flow of American funds abroad to pay 
for transportation and other immigra- 


tion remittances. (4) The shipping 
policy of the United States, whereby 
in one form or another domestic ship- 
ment was subsidized, took away 
freight, passenger and other payments 
for surpluses from foreign shipping 
companies. 

In reply to the statement that we 
must either collect the war debts or 
else modify our international commer- 
cial policy, it has been suggested that 
the debtor nations, instead of paying 
for their debts in goods and services, 
might borrow the money with which 
to pay. This, of course, is not paying 
the debts, but merely transferring 
them from the government as a cred- 
itor to private organizations and pri- 
vate people. Actually, this has been 
the course of the debts for the past 
decade. Foreign municipalities and 
private interests and even govern- 
ments have floated bonds in the 
United States, the sale of which cre- 
ated balances in our banks in favor 
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of those foreign institutions. Taxation 
in excess of governmental expendi- 
tures gave the foreign governments a 
surplus domestic fund with which 
to buy those foreign dollars in the 
United States and use these credits 
thus purchased for payment of their 
debts to the United States Govern- 
ment. Thus payments have been ef- 
fected that have been described and 
denounced as “robbing Peter to pay 
Paul.” The United States Government 
by this exchange received a total of 
$2,600,000,000, but foreign loans in the 
form of bonds for the amount of $9,- 
000,000,000 were floated in the United 
States and were bought by banks, in- 
surance companies, corporations and 
private individuals. 

Another argument put forward is 
that the debts could be paid by the 
foreign governments if they reduced 
their armaments. But there is in reality 
no relation between a government’s 
ability to pay its debt to America and 
the reduction of its expenditures for 
armaments. Two things are necessary 
for a foreign government to pay its 
debt: (1) A surplus of income over re- 
ceipts. The reduction of armaments 
by foreign governments would con- 
tribute to such surplus. But this sur- 
plus of foreign currency must be con- 
verted into dollars or, as the experts 
say, transferred into the United 
States. This transfer can only take 
place when there is (2) a surplus of 
exports over imports from the debtor 
country to the creditor country en- 
abling the debtor country to buy the 
balance thus created with the surplus 
funds in its treasury. If Poland were 
to beat its swords into plowshares it 
still would be unable to pay its debts 
to the United States except by a dollar 
balance. 

Again, it has been suggested that 
we might use the war debts to bar- 
gain with the debtor nations for an 
enlarged or monopolistic market for 
American goods. That simply means 
bribing a foreign government by 4 
cancellation or partial cancellation into 
reserving their market for American 
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goods. But once more we would have 
to permit imports from this foreign 
country to pay for the exports to it. 
It boils down to a reciprocity agree- 
ment, which involves a debt cancel- 
lation. It in nowise invalidates the 
original proposition that we must per- 
mit imports of goods in payment for 
exports. 

Finally, there are those who argue 
that we do not need any export trade 
at all, that even during the peak of 
our foreign trade in 1929 not more 
than 10 per cent of the goods manu- 
factured in the United States were 
exported, that the loss of this small 
percentage of exports would not be 
heavy, that it might be possible to 
establish American prosperity by 
putting the country on a self-sufficing 
domestic basis and that we may there- 
fore safely leave the debt problem 
alone, insist upon payment, but put 
up virtual prohibitive tariff barriers 
against all imports. 

It may be true that only 10 per cent 
of our total production is exported, 
but let us remember that in 1929 we 
exported 17 per cent of our wheat, 30 
per cent of our tobacco, 50 per cent 
of our cotton, 25 per cent of our 
corn in the form of pork and beef 
and 40 per cent of our copper. In 
brief, the abolition of our export 
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market would destroy from one-fourth 
to one-half of our agricultural activ- 
ity. A large part of the present de- 
pression, in fact, may be attributed 
to the disappearance of the export 
market for agricultural products. 
Again if we admit that these commod- 
ities and others should be exported 
we must permit imports to pay for 
them. 

Without in any way digressing now 
on the difficulties of making pay- 
ments, a problem that confronts the 
debtor countries, the difficulties of re- 
ceiving those payments in the United 
States seem insuperable. It would 
further petrify the productive capac- 
ities of industry, commerce, agricul- 
ture and labor. 

Looked at realistically, the problem 
confronting America today is not 
whether Europe can or ought to pay, 
but whether our own enlightened self- 
interest makes it desirable that 
Europe should pay. If we approach the 
question from that point of view we 
cannot help regretting that so much 
ill-informed comment has been aroused 
by the requests of the debtor nations 
for a moratorium and further discus- 
sion looking to readjustment of their 
obligations to us. It is, however, a 
hopeful sign that recognition of the 
facts set forth here is gaining ground. 





Maine as a Political Barometer 


By ERNEST GRUENING 
Editor, Portland (Me.) Evening News 


66 S Maine goes, so goes the na- 

tion,” has become a political 
maxim. Did Maine, in the recent elec- 
tion, justify the widespread belief in 
her dependability as a political barom- 
eter? And what is the reason for the 
interest in what Maine may do, and in 
how she may “go,” in Presidential 
years? The Pine Tree State, though 
but thirty-fifth in population among 
her sister Commonwealths, owes this 
pleasurable prestige and nation-wide 
attention to the holding of her elections 
before all other States. In Maine, pri- 
maries take place in June and the 
interparty contests for Guberna- 
torial, Congressional, legislative and 
all lesser offices are decided on the 
second Monday in September, leaving 
in Presidential years only the Presi- 
dential ‘electors to be voted for in 
November. 

Maine first entered the national 
spotlight as a political oracle in 1840. 
That was the year the Whigs capi- 
talized the growing discontent against 
Jacksonian policies, which in their 
view had been carried forward by 
Jackson’s political protégé, Martin 
Van Buren. The contest promised to 
be close. Displaying a harmony un- 
usual in an aggregation united almost 
solely by discontent with those in 
power, the Whigs nominated 67-year- 
old General William Henry Harrison 
for President and John Tyler for Vice 
President. The Democrats renom- 
inated Van Buren. The campaign 
was unprecedented for buncombe and 
balderdash. A very dubious victory 
over the Shawnee Indians twenty-nine 
years before at Tippecanoe, on the 
banks of the Wabash, had given the 
old frontiersman the nickname of 
“Tippecanoe.” This was exploited to 


the fullest during the campaign to the 
accompaniment of emblems of log- 
cabin and barrel, the latter presum- 
ably filled with hard cider, as symbols 
of the candidate’s rugged qualities. 
In Maine the Democrats or, as they 
had been called somewhat earlier, the 
“Democratic Republicans,” had had a 
definite preponderance in the preced- 
ing decade. Since 1829, the year of 
the first interparty contest in that 
State after the disappearance of the 
Federalists in 1823, the Democrats 
had lost only one of the annual Gu- 
bernatorial contests. But in 1840 the 
country was startled to learn that 
Edward Kent, Whig, elected Governor 
three years previously (in the off 
year 1837) and twice defeated in the 
intervening elections, had beaten Gov- 
ernor John Fairfield, Democrat. 
Throughout the land this unexpected 
reversal was hailed as an augury of 
victory in November with the refrain: 
Oh, say, have you heard how Old Maine 
went? 


She went Hell-bent for Governor Kent, 
And Tippecanoe and Tyler, too! 


The forecast was fulfilled. Instead 
of being close, as anticipated, Harri- 
son’s victory was overwhelming, with 
234 electoral votes to Van Buren’s 60. 

Since then the results in Maine 
have been watched with keen interest 
all over the nation, and those whom 
they seemed to favor have consistent- 
ly made political capital therefrom. 
These, for a generation, have been 
almost wholly Republicans. Actually, 
the Maine results, though suggestive 
of a national trend, have proved false 
as a political barometer sufficiently 
often to discredit the down-east ora- 
cle. Analysis of the vote since 1860, 
when Republicans and Democrats 
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have constituted the major contenders, 
will enable us to gauge the value of 
Maine’s past omens. 

From 1860 to 1876 Maine elected 
Republican Governors and the nation 
Republican Presidents. In 1880 the 
Democrats and Greenbackers in Maine 
united to form a fusion party, the 
Greenback Party having in the pre- 
vious State election in 1879 polled 
more than double the Democratic 
vote. The fusion candidate beat the 
Republican for the Governorship by 
the scant margin of 169 votes out of 
147,802 cast. Without fusion, the Re- 
publican would have been elected 
overwhelmingly. The national result 
was therefore consistent in the elec- 
tion of the Republican President, 
James A. Garfield, for in the nation 
there was no such alliance. Actually 
the national result followed Maine’s 
more closely than ever before or since. 
In the popular vote Garfield had only 
a plurality, not a majority. With 
9,218,251 votes cast for four parties 
(Republican, Democratic, Greenback 
and Prohibition) Garfield’s vote ex- 
ceeded the Democratic candidate’s, 
Winfield Scott Hancock, by only 
9,464, while James B. Weaver, the 
Greenback candidate, polled 308,578. 

Maine failed as a barometer in 1884, 
when the Republicans elected the 
Governor by a decisive majority and 
the nation elected Grover Cleveland. 
It failed again at Cleveland’s second 
election in 1892. It failed correspond- 
ingly to foreshadow the two Wilson 
victories of 1912 and 1916, when Re- 
publicans were chosen Governors of 
Maine. This discrepancy was all the 
more remarkable because in the off 
years 1910 and 1914 Maine elected, in 
Frederick W. Plaisted and Oakley C. 
Curtis respectively, the first Demo- 
cratic Governors since the founding 
of the Republican Party—unless we 
except Harris M. Plaisted, the Green- 
back-Democrat fusion winner in 1880. 

Since then Maine has until last Fall 
been consistently Republican in its 
State elections, while the nation went 
Republican in November. 
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What happened in this last election? 

Maine’s unprecedented swing to the 
Democrats last September was an im- 
portant landmark in the 1932 cam- 
paign. Though in the 1930 Congres- 
sional elections a sufficient number 
of Congressional contests had been 
won by Democrats to give them a 
slight majority in the House of Rep- 
resentatives, it is well known that the 
“off-year” elections almost invariably 
record a swing from the party in 
power, which presumably has regis- 
tered its maximum strength at the 
Presidential election two years pre- 
viously. 

From the beginning of the cam- 
paign it was generally known that, 
owing to the depression, the Republi- 
can vote would be substantially re- 
duced in the November election. But 
it was also known that the Republi- 
cans—judging by the results of the 
last Presidential election—had an 
enormous margin of safety to offset 
possible defections. They had, in 1928, 
secured 444 electoral votes to the 
Democrats’ 87. They could afford to 
lose 178 of those votes and still win. 
While individual opinions might dif- 
fer, there was certainly no wide- 
spread, preponderant and firmly held 
belief in the United States at the start 
of the campaign that one party or the 
other was assured of victory. But 
during July and August a marked and 
extraordinarily maintained rise in the 
stock market, coupled with other indi- 
cations that the long-awaited corner 
had been turned, gave rise to a far- 
flung belief that the depression had 
been conquered and that, by that 
token, the Republicans’ chances had 
been enormously enhanced. Then on 
Sept. 12 the news that Maine had 
“gone Democratic” burst like a bomb- 
shell on the nation. 

There had been expectation that the 
normal Republican majorities would 
be reduced—substantially reduced. 
But Democratic victory—that was 
scarcely hoped for by even the most 
sanguine Democrats. And there was 
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good ground for feeling that Maine 
would stay in the Republican column. 
For, although Maine has long been 
Republican, and Democratic victories 
few and far between, two events since 
the previous Democratic victory, in 
1914, seemed to portend that Maine, 
more than ever before, was irretriev- 
ably Republican. Those two events 
were the Eighteenth and Nineteenth 
Amendments. 

Maine, in addition to having a rep- 
utation as a political barometer, has 
the distinction, if it is distinction, of 
being known as “the cradle of prohi- 
bition.” As early as 1833 Neal Dow, 
“father of the Maine law,’ began 
preaching against the abuse of liquor, 
which was intense in his State at that 
time. For over a decade he continued 
his forceful campaigning and suc- 
ceeded in securing the adoption of the 
first State prohibitory law in 1846. 
Public sentiment supported this re- 
form, and an even more stringent law 
was adopted in 1851. These were the 
first measures of their kind adopted 
by any State, and, but for one brief 
period, prohibition has remained on 
the Maine statute books. Its place 
there was apparently strengthened 
when women secured the vote by the 
Nineteenth Amendment. 

In Maine, moreover, the Republican 
party has been traditionally the “dry” 
party. And in 1920 that party was the 
most active and successful in enrolling 
the newly franchised women. The last 
two amendments, it was generally con- 
ceded, further strengthened the Re- 
publicanism of the State. 

Continued defeat and absence from 
the festive board of party victory and 
spoils sapped the enthusiasm and 
vitality of what was left of the Demo- 
cratic party. In many communities 
once active Democratic organizations 
had all but disappeared. 

This disappearance was speeded: by 
the adoption of Maine’s primary law, 
which permits those not definitely en- 
rolled either as Republicans or Demo- 
crats to vote in whatever primary 
they choose. In consequence, thou- 
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sands of Democrats, losing interest in 
a primary contest that was in all like- 
lihood not determining who should be 
future office holders, voted in the Re- 
publican primary, where the real elec- 
tion to office took place. These Demo- 
crats were, of course, free to vote for 
their own party in September, but 
little by little many of them, from 
force of habit of voting in Republican 
primaries, decided that they were po- 
litically better off in that party. 

How startling were the results of 
Sept. 12 in Maine may be gauged from 
the figures when the votes were 
counted: 

In the contest for Governor the vote 
was: Brann, Democrat, 120,353; Mar- 
tin, Republican, 118,800, a majority of 
1,553 votes, or a swing to the Demo- 
crats from the 1928 election of 84,034 
votes. How great was the shift this 
time was revealed by such facts 
as these: In 1928 the Republican 
candidate carried every one of Maine’s 
sixteen counties. In 1932 the Demo- 


cratic candidate carried eight and 


lost eight. In 1928 the Republi- 
can candidate carried eighteen out 
of twenty Maine cities—all but Lew- 
iston and Biddeford, where dwell 
large communities of Franco-American 
Democrats. In 1932 the Democratic 
candidate carried fourteen out of the 
twenty cities and, excepting Portland, 
which he lost by only 778 votes, and 
South Portland, the other cities he 
lost were the small, unimportant, 
down-east cities of Eastport, Calais, 
Ellsworth and Brewer. In 1928 the 
Republicans’ city majority was 20,- 
546. In 1928 the Democrats’ city ma- 
jority was 9,178. 

Maine was redistricted two years 
ago and the number of its Rep- 
resentatives reduced from four to 
three. In 1928 Maine elected all four 
Republicans to Congress. Moreover, 
their majorities were impressive— 
over two to one in the First District, 
just under two-to-one in the Second, 
over three to one in the Third and 
Fourth. It was not a contest in any 
of them—just a procession. 
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In the First District, Carroll L. 
Beedy (Rep.) was re-elected over 
Judge Joseph E. F. Connolly (Dem.) 
by 41,112 to 39,356 votes. In the Sec- 
ond District, Edward C. Moran Jr. 
(Dem.), defeated in 1928 and 1930 for 
the Governorship, beat the highly es- 
teemed veteran, John E. Nelson 
(Rep.), by 44,490 to 40,703. In the 
Third District, the Democratic can- 
didate, John G. Utterback, a for- 
mer Mayor of Bangor, was report- 
ed on the first count to have beaten 
former Governor Brewster by 34,- 
570 to 34,224. Later, gross irregu- 
larities uncovered in the vote of six- 
teen entire precincts along the St. 
John River, where the population is 
Franco-American, indicated a prob- 
able contrary result by a somewhat 
larger margin.* Nevertheless, if viewed 
apart from local and personal factors, 
a great shift in party allegiance was 
recorded, for. in 1929 the counties 
which now compose the Third Maine 
District went Republican by 44,497 to 


14,532. 


Out of the seventy-two years since 
1860, Republicans have represented 


Maine in Congress exclusively in 
sixty. In other words, during five- 
sixths of that time the Democrats 


*Behind this contest lies a long-stand- 
ing and bitter G. O. P. factional fight. 
Though Brewster has always been a Re- 
publican, he has been ‘‘progressive’’ and 
has refused to be bound by the dictates 
of the State G. O. P. machine, which for 
the last seven years has been closely iden- 
tified with the Insull interests. In 1927, 
as Governor, Brewster vetoed their bill 
to export hydro-electric power from 
Maine. The party organization decreed 
his political extinction. The measure, re- 
introduced two years later, was signed 
by Governor William Tudor Gardiner, but 
defeated by the people in a referendum 
after a campaign unprecedented for the 
lavish use of money by the Insull com- 
panies. Mr. Brewster was defeated in pri- 
mary contests for the United States Sen- 
ate in 1928 and 1930, and decided to run 
for Congress from the eastern part of the 
State, where his great popular strength 
has always been. His victory over a field 
of four in the primary apparently a fore- 
gone conclusion, the Republican organi- 
zation entered in the Democratic pri- 
mary, in which three Democrats were 
contesting, a fourth candidate, John G. 
Utterback, who had never been affiliated 


were not represented at all. Since 
1860 only five Democrats have been 
sent by Maine to Congress—and from 
1860 to 1862 Maine had six seats in 
the House; from 1862 to 1882, five, 
and from 1882 to 1932, four. Never, 
except in two periods of unusual divi- 
sion among their opponents, have the 
Democrats managed to get more than 
one member of Congress. During the 
rise of the Greenback movement and 
the great desertions from the local 
G. O. P., the Democrats managed in 
the years 1879 to 1883 to win two out 
of five seats. From 1911 to 1913, 
during the Bull Moose split, they also 
had two out of four. But in 1932 they 
captured one seat, have claim to a sec- 
ond and came close to taking a third. 

In the State Legislature the Demo- 
crats increased the number of seats 
from 31 to 56 in the House and from 
no seats to seven in the Senate. 


In short, Maine registered in Sep- 
tember the greatest political upset in 
two generations and inflicted the 
worst defeat on the Republican party 
since its founding. If Maine had any 
value as a political barometer, the 
local result presaged not merely a 
Democratic victory in November but 
an overwhelming one. That the Maine 


with the Democratic party. Members of 
the State G. O. P. organization supported 
him, the Republican national committee- 
man from the State working openly for 
the Democrat, and apparently secured his 
election by 346 votes. Upon discovery of 
several hundred votes cast in violation of 
the electoral statutes, the Governor and 
Council asked an opinion of the State 
Supreme Court whether they had a right 
to exclude these votes. The Supreme 
Court rendered the opinion that it was 
mandatory upon the Governor and Coun- 
cil to do so. A motion in the Council 
would have been carried by four to three, 
but Governor Gardiner added his vote in 
opposition, making a four-to-four tie, thus 
defeating the motion, which would have 
meant certifying Brewster’s election. It 
is significant that two of the three mem- 
bers of the Council voting against the 
motion were revealed by the Federal 
Trade Commission as having been on the 
secret Insull payroll in the export of 
power fight in 1929. The result of the 
Third District election is now at a dead- 
lock, neither candidate having received 
a certificate of election. The Maine courts 
or Congress may render a further decision. 
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result was widely interpreted as an 
omen of Democratic victory in the 
eight weeks between the Maine and 
national elections is a matter of rec- 
ord. The Democrats became jubilant; 
the Republicans made the episode the 
occasion for pleas for a more intensive 
campaign. For the first time in this 
generation the Democrats were able 
to capitalize the Maine result; the 
Republicans were obliged to attempt 
to discount it. Considering the many 
years in which they had utilized the 
earlier Maine result for its psycholog- 
ical value on the electorate, they were 
unable to disparage the Maine show- 
ing, nor did they attempt to do so. 
Instead, they spread the impression 
that the earlier vote in Maine—like 
the first telltale straw votes—did not 
represent the election day convictions 
of the American people, that there had 
been a subsequent revulsion of feeling 
in favor of the Republicans, an elev- 
enth-hour surge. The propaganda ap- 
parently proved both baseless and in- 
effective. But Maine as a barometer 
redeemed its tarnished reputation 
when forty-two out of forty-eight 
States on Nov. 8 gave the Democrats 
the largest electoral majority in 
American history. 

One question remains to be an- 
swered: How was it that Maine, Demo- 
cratic in September, was not only 
found in the Republican column in 
November but by the substantial ma- 
jority of about 40,000? Several fac- 
tors contributed to this result. While 
the pre-September campaign in Maine 
was waged on national policies, under- 
neath the surface there was consider- 
able dissatisfaction with the Republi- 
can State administration, which had 
been deemed by many, without regard 
to party affiliation, to have been 
inept and incompetent in the last four 
years. There was a widespread feeling 
that “the Kennebec gang” should be 
removed from office. The Republican 
candidate, Senator Martin, a resident 
of the State capital, nominated in the 
primary out of a field of five, suf- 
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fered somewhat from the odium which 
the preceding administration had in- 
curred. He likewise, though little def- 
inite was alleged against him, was 
deemed a politician of the fence-strad- 
dling type, a “glad-hander” who was 
“all things to all men,” who commit- 
ted himself on as few issues as possi- 
ble. His failure to reply to a news- 
paper questionnaire, which was fully 
and frankly answered by all but one 
of the other Republican candidates, 
and by all five of the Democratic 
candidates in the primaries, including, 
of course, his successful opponent, 
doubtless strengthened the prevailing 
impression about Senator Martin. 

Next, the Democrats were united as 
they seldom have been. The day after 
the primary the four defeated Demo- 
cratic Gubernatorial candidates united 
their strength and followers with 
those of the winner and worked whole- 
heartedly for the success of their 
party. No such harmony prevailed in 
the Republican camp. Finally, the Re- 
publicans were taken by surprise. For 
two years John H. Dooley, the Demo- 
cratic State Chairman, had been 
quietly organizing the State. Commit- 
tees were formed where none had ex- 
isted for years. They functioned on 
Sept. 12. 

But that election over, the Demo- 
crats, exhausted by their hard strug- 
gle, made with inadequate funds, re- 
lapsed into inactivity. Doubtless they 
felt that they had made their contri- 
bution to national success by their 
September victory. The Republicans, 
on the other hand, stung by defeat, 
worked hard to redeem themselves. 
They campaigned vigorously in the 
weeks preceding election, used the 
radio extensively and spent large 
sums in newspaper advertising. In 
consequence, Mr. Hoover and Mr. Cur- 
tis defeated Mr. Roosevelt and Mr. 
Garner—in Maine. 

But Maine has demonstrated that 
despite occasional lapses the State 
barometer of September can still fore- 
cast November weather for the nation. 
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a decisive defeat suffered by Pres- 
ident Hoover, long regarded as a 
leading opponent of Soviet recognition, 
has aroused considerable interest in 
Moscow, where it is hoped that the 
new administration may undertake a 
re-examination of American policy to- 
ward the Soviet Union. This hope is 
strengthened by the fact that public 
opinion in the United States is prob- 
ably more favorable to recognition 
today than at any time during the 
past fifteen years—a development 
which may be attributed in part to the 
expectation that recognition will bring 
an increase in Soviet-American trade, 
and in part to the realization that 
peace in the Far East can be perma- 
nently assured only with the coopera- 
tion of the Soviet Union. 

In view of the renewed discussion 
of American relations with the Soviet 
Union, it is of interest to trace the 
course of our policy and to examine 
the principles on which it is based. 

The abdication of Czar Nicholas II 
in March, 1917, and the establishment 
of a provisional government with 
Prince Lvov at its head, was greeted 
in Western countries as a triumph of 
democracy and as an assurance that 
the Russian people would prosecute 
the struggle against the Central 
Powers with renewed vigor. Mr. Fran- 
cis, American Ambassador to Russia, 
declared that the revolution was a 
practical realization of the principle 
of “government by the consent of the 
governed,”’ and urged prompt recogni- 
tion by the United States of the Provi- 
sional Government. This took place on 
March 22, 

Although the Provisional Govern- 
ment had been forced from the start 


to share political power with the 
Soviet of Workers’ and Soldiers’ Dep- 
uties, the United States continued to 
regard the former as alone represent- 
ing the Russian people. The entrance 
of the United States into the World 
War early in April having materially 
increased our interest in Russia’s 
future, President Wilson appointed a 
special mission to Russia, headed by 
Elihu Root, former Secretary of State. 
The task of this mission was “to mani- 
fest to the Russian Government and 
people the sympathetic feeling which 
exists among all classes in America 
for the adherence of Russia to the 
principles of democracy,” and to es- 
tablish a basis for common action 
against the autocracy of the Central 
Powers. The Root mission, whose per- 
sonnel was criticized by Russian So- 
cialists as unduly conservative, ap- 
parently confined itself to studying 
the attitude of the landowners and 
the bourgeoisie represented in the 
Provisional Government, and on his 
departure in July Mr. Root stated 
that he and his colleagues had “found 
no incurable or organic malady in the 
Russian democracy.” Similar optimism 
was expressed by John F. Stevens, 
head of the American railway mission 
sent to Russia in May, 1917. 
Meanwhile, Boris Bakhmeteff, the 
official representative of the Provi- 
sional Government, had been received 
in Washington on July 5, when Presi- 
dent Wilson voiced the belief that 
Russia would “assume her rightful 
place among the great free nations of 
the world.” The United States, which 
had already advanced $100,000,000 to 
the Provisional Government in May, 
granted further credits to M. Bakh- 
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meteff for the purchase of war ma- 
terial. The money thus lent to the gov- 
ernment of Prince Lvov, who in July 
was succeeded as Prime Minister by 
Alexander Kerensky, totaled $187,- 
729,750 by November, 1917, when 
credits were discontinued, and consti- 
tutes the principal of the Kerensky 
debt to the United States. 


On Nov. 7, 1917, the Bolsheviks, 
who had gradually gained control of 
the Soviets of Workers’ and Soldiers’ 
Deputies, established a “dictatorship 
of the proletariat.” In addition to an- 
nouncing its intention to terminate 
the war, the Soviet Government im- 
mediately nationalized the land, took 
possession of banks and factories and 
separated the church from the State 
and the school from the church. The 
principles proclaimed by the new gov- 
ernment not only challenged existing 
political and economic institutions but 
created the danger that Germany, 
having come to terms with Russia, 
would concentrate all its forces on the 
western front. In his message to Con- 
gress of Dec. 4, 1917, President Wil- 
son referred to the November events 
as “the sad reverses which have re- 
cently marked the progress of their 
[the Russians’] affairs toward an or- 
dered and stable government of free 
men.” Refusing to communicate offi- 
cially with Trotsky, People’s Commis- 
sar of Foreign Affairs, Ambassador 
Francis left Petrograd for Vologda in 
February, 1918, but maintained unof- 
ficial contact with the Soviet Govern- 
ment through Raymond Robins, head 
of the American Red Cross, who re- 
mained in Petrograd until May, 1918. 


The Soviet Government had mean- 
while initiated peace negotiations with 
the Central Powers at Brest-Litovsk. 
President Wilson, however, believing 
that the Russian people, as distin- 
guished from “their present leaders,” 
might yet be won to the cause of the 
Allies if correctly informed regarding 
allied war aims, set forth the fourteen 
points of his peace program in a his- 
toric address before both houses of 
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Congress on Jan. 8, 1918. The sixth of 
these points urged 


The evacuation of all Russian territory 
and such a settlement of all questions af- 
fecting Russia as will secure the best and 
freest cooperation of the other nations of 
the world in obtaining for her an un- 
hampered and unembarrassed opportunity 
for the independent determination of her 
own political development and national 
policy and assure her of a sincere wel- 
come into the society of free nations un- 
der institutions of her own choosing. 


The American Government, while 
maintaining an attitude of “watchful 
waiting,” expressed no open hostility 
to the Soviet régime, and believed 
that the Russian people were entitled 
to the aid and sympathy of the United 
States in a period of political transi- 
tion. Nor was this attitude altered 
when the Soviet Government dissolved 
the Constituent Assembly which had 
been finally convened in January. 
Even after the publication on Feb. 8, 
1918, of the Soviet decree annulling 
all State debts contracted “by the 
governments of Russian landowners 
and Russian bourgeoisie,” which in- 
cluded the Kerensky debt to the United 
States, President Wilson, in a message 
to the All-Russian Congress of Soviets 
on March 11, stated that, while the 
American Government “unhappily” 
could no longer render direct and ef- 
fective aid, it would still seek ‘‘to se- 
cure to Russia once more complete 
sovereignty and independence in her 
own affairs.” 

The Soviet congress replied with a 
resolution which has been described 
as “a slap in the face.” After express- 
ing gratitude for the sympathy of the 
American Government, this resolution 
voiced the hope that “the happy time 
is not far distant when the laboring 
masses of all countries will throw off 
the yoke of capitalism and will estab- 
lish a Socialist state of society, which 
alone is capable of securing just and 
lasting peace, as well as the culture 
and well-being of all laboring people.” 

Neither this resolution nor the rati- 
fication of the Brest-Litovsk treaty in 
March, 1918, which ended the war be- 
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tween Russia and Germany, shook the 
conviction of the United States that 
the Russians remained its “friends 
and allies against the common enemy.” 
Acting Secretary of State Polk sup- 
ported this view by arguing, in a 
memorandum of March 12 to the Japa- 
nese Charge d’Affaires, that there 
was “in fact, no Russian Government 
to deal with,” and that “the so-called 
Soviet Government upon which Ger- 
many has just forced, or tried to force, 
peace, was never recognized by the 
government of the United States as 
even a government de facto. None of 
its acts, therefore, need be officially 
recognized by this government.” 
Russia’s withdrawal from the World 
War did not long remain unchal- 
lenged. In March, 1918, the Allies had 
urged American participation in an 
armed intervention, whose avowed 
purpose was to strengthen the East- 
ern front, disrupted by Russia’s defec- 
tion, and to protect Czechoslovak 
prisoners, then on their way to the 
Pacific, and thence through the United 
States to France, against alleged at- 
tacks by Austrian and German prison- 
ers. President Wilson, who had at 
first opposed intervention, apparently 
yielded to allied pressure and to Amer- 
ican public opinion, which favored 
some form of military assistance to 
Russia against Germany, and on Aug. 
3, 1918, issued a statement officially 
initiating American intervention. The 
United States was to cooperate with 
France and Great Britain in North 
Russia and with Japan in Siberia. 
That this decision had been reached 
only with reluctance was indicated by 
the statement itself. The opening 
paragraph declared that “military in- 
tervention would be more likely to 
add to the present sad confusion there 
than to cure it, and would injure Rus- 
sia rather than help her out of her 
distress,” and that it was more likely 
to become “merely a method of mak- 
ing use of Russia than to be a method 
of serving her.” Moreover, it was em- 
phasized that the object of American 


intervention was “to guard military 
stores which may subsequently be 
needed by Russian forces and to 
render such aid as may be acceptable 
to the Russians in the organization of 
their own self-defense.” An American 
expeditionary force of 7,000 men, 
commanded by General William S. 
Graves, was accordingly sent to Vla- 
divostok in August, and a contingent 
of American troops was landed at 
Archangel in September. 

Begun as an act of war against 
Germany, the Allied intervention was 
continued after the armistice of 
November, 1918, presumably to en- 
able the Russian people freely to 
choose their political institutions. The 
assistance of the Allied governments, 
notably the French and British, to 
such counter-revolutionary leaders as 
Wrangel, Denikin and Kolchak, gave 
the intervention a distinctly anti- 
Soviet character, which the Allies did 
not try to disprove. The end of the 
civil war in 1920, however, and the 
establishment of undisputed Soviet 
control over what had been the Rus- 
sian Empire, removed all justification 
for the continuance of intervention. 
The American expedition to North 
Russia had been already withdrawn in 
June, 1919, and on April 1, 1920, the 
last of the American troops left 
Siberia. 

With Allied forces still on Russian 
soil, the Paris Peace Conference 
attempted to define its policy toward 
the Soviet Government. Lloyd George 
and Wilson wished to invite represen- 
tatives of all Russian parties, includ- 
ing the Bolsheviki, to Paris, but 
Clemenceau and Orlando refused to 
deal with the Bolsheviki, despite Lloyd 
George’s arguments that the latter 
were “the people who at the present 
moment were actually controlling 
Russia.” Finally it was agreed that all 
organized Russian parties should be 
invited to meet at Prinkipo, in the Sea 
of Marmora, and a proclamation to 
that effect, drafted by President Wil- 
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son and approved by the Council of 
Ten, was issued on Jan. 22. The Soviet 
Government accepted the invitation 
on Feb. 4, but the other parties re- 
fused to negotiate with “traitors” and 
“criminal usurpers.” 

Undismayed by this failure, the 
United States and Great Britain at- 
tempted to deal directly with the 
Soviet Government. William C. Bullitt, 
attached to the American delegation 
to the Paris Peace Conference, was 
sent to Moscow in February to study 
Russia’s political and economic con- 
dition—a mission which was known 
only to the American and British 
delegations in Paris, Mr. Bullitt inter- 
viewed Lenin, Chicherin and Litvinov, 
from whom he obtained the terms 
that the Soviet Government was pre- 
pared to discuss at a peace confer- 
ence on neutral territory. The Bullitt 
report to President Wilson, which 
stated that the Soviet Government 
had become permanently established, 
was never formally submitted to the 
peace conference, nor was it pub- 
lished at that time. Preoccupation 
with the terms of the German peace 
treaty and renewed hope that Kolchak 
might soon overthrow the Soviet Gov- 
ernment caused the abandonment of 
the negotiations undertaken by Mr. 
Bullitt. Intercourse with the Soviet 
Government ceased completely, and 
the Allied and associated powers, act- 
ing through the Supreme Council, 
sought to effect Russia’s economic 
isolation—an aim that was not aban- 
doned until 1922. 

The United States, which after 1919 
wished to avoid further entanglements 
in Europe, appeared to ignore the 
existence of the Soviet Government. 
No export licenses were issued for 
trade with Russia, and M. Bakhmeteff 
continued to be recognized as Russian 
Ambassador until 1922, although the 
government he represented had long 
since passed into oblivion. The motives 
determining American policy or lack 
of policy toward the Soviet Govern- 
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ment were set forth in a note of Aug. 
10, 1920, addressed by Secretary of 
State Colby to Baron d’Avezzano, 
Italian Ambassador in Washington, 
who asked for the views of the United 
States concerning the war then in 
progress between Russia and Poland. 
[The full text of the note was reprint- 
ed in CURRENT HisTory, August, 1930, 
pages 916-918. ] 

The Colby note, the main principles 
of which have been reaffirmed by suc- 
cessive Secretaries of State, reiterated 
the sympathy of the American Gov- 
ernment “for the efforts of the Rus- 
sian people to reconstruct their 
national life upon the broad basis 
of popular self-government” and its 
faith in Russia’s future. The United 
States was in hearty accord with the 
desire of the Allies for “a peaceful 
solution of the existing difficulties in 
Europe,” but was unable “to perceive 
that a recognition of the Soviet régime 
would promote, much less accomplish, 
this object,” and was therefore “ad- 
verse to any dealings with the Soviet 
régime beyond the narrow boundaries” 
of an armistice. “The rulers of Rus- 
sia,’”’ Mr. Colby declared, “‘do not rule 
by the will or the consent of any con- 
siderable proportion of the Russian 
people.” While the United States had 
no desire to interfere in Russia’s in- 
ternal affairs, it hoped that the 
Russians “will soon find a way to set 
up a government representing their 
free will and purpose.” The unwilling- 
ness of the United States to recognize 
the Soviet Government, however, was 
determined not by its disapproval of 
Russia’s political institutions, repug- 
nant as these were to American tradi- 
tions, but by the attitude of Bolshevik 
leaders with respect to debts and 
propaganda. The Soviet Government’s 
“disregard” of international obliga- 
tions and its connection with the 
Third International, which advocated 
world revolution, constituted insuper- 
able obstacles to recognition. 

In the view of this government [Mr. 
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Colby proceeded], there cannot be any 
common ground upon which it can stand 
with a power whose conceptions of inter- 
national relations are so entirely alien to 
its own, so utterly repugnant to its moral 
sense. There can be no mutual confidence 
or trust, no respect even, if pledges are 
to be given and agreements made with a 
cynical repudiation of their obligations 
already in the minds of one of the parties. 
We cannot recognize, hold official rela- 
tions with, or give friendly reception to 
the agents of a government which is de- 
termined and bound to conspire against 
our institutions; whose diplomats will be 
the agitators of dangerous revolt; whose 
spokesmen say that they sign agreements 
with no intention of keeping them. 


M. Chicherin, People’s Commissar 
of Foreign Affairs, answered Mr. 
Colby’s note in a communication 
transmitted to Baron d’Avezzano by 
Ludwig Martens, who had acted as 
unofficial Soviet representative in the 
United States since 1919, The Soviet 
Government declared that “the ele- 
mentary economic needs of the peo- 
ples of Russia and of other countries 
demand normal relations and an ex- 
change of goods between them,” and 
that it was fully aware that “the first 
condition of such relations is mutual 
faith and non-intervention on both 
parts.” No reply was returned to this 
communication, and Mr. Martens not 
only failed to be received by the State 
Department but was forced to leave 
the United States in 1921. On July 7, 
1920, however, the American Govern- 
ment removed the restrictions on 
trade and communication with Russia, 
stating, however, that “political recog- 
nition” was neither granted nor im- 
plied, and that individuals and corpo- 
rations engaging in Russian trade 
would be acting at their own risk, 
since “the assistance which the United 
States can extend to its citizens who 
engage in trade or travel in some for- 
eign country whose government is 
recognized by the United States can- 
not be looked for in the present case.” 

President Harding’s election in 1920 
led the Soviet Government to hope 
that the new administration might 
Prove more favorable to recognition. 
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On March 21, 1921, M. Litvinov, then 
Soviet representative in Estonia, 
transmitted an appeal from Kalinin, 
President of the All-Russian Central 
Executive Committee, to the new 
American Government to re-establish 
business relations and remove the 
wall existing between the two peoples. 
This appeal met with no encourage- 
ment. On March 25, 1921, Secretary of 
State Hughes replied through the 
American Consul at Reval that the 
American Government viewed “with 
deep sympathy and grave concern the 
plight” of the Russian people, and de- 
sired “to aid by every appropriate 
means in promoting proper opportu- 
nities through which commerce can be 
established upon a sound basis.” He 
agreed with Mr. Hoover, the new Sec- 
retary of Commerce, however, that 
under the existing economic system 
Russia could make no effective return 
to production and therefore could not 
develop its foreign trade. “It is only in 
the productivity of Russia,” said Mr. 
Hughes, “that there is any hope for 
the Russian people, and it is idle to 
expect resumption of trade until the 
economic bases of production are 
securely established.” These economic 
bases, in his opinion, included “the 
safety of life, the recognition of firm 
guarantees of private property, the 
sanctity of contracts and the rights of 
free labor.” Until the American Gov- 
ernment had been convinced that 
fundamental changes “involving due 
regard for the protection of persons 
and property and the establishment of 
conditions essential to the mainte- 
nance of commerce” had taken place, 
it was “unable to perceive” that there 
was “any proper basis for considering 
trade relations.” 

The view that no economic recon- 
struction could take place in Russia 
until the Soviet system had been 
abandoned or modified was further 
developed by Mr. Hughes in March, 
1921, in a letter to Samuel Gompers, 
president of the American Federation 
of Labor, in which he described Russia 
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as a “gigantic economic vacuum.” 
Again on March 8, 1922, when declin- 
ing the invitation of the Italian Gov- 
ernment to the Genoa conference, Mr. 
Hughes declared that ‘economic con- 
ditions which will permit Russia to re- 
gain her productive power’ could not 
be secured “until adequate action is 
taken on the part of those who are 
chiefly responsible for Russia’s pres- 
ent economic disorder.” 

The attitude of the American Gov- 
ernment, however, did not prevent Mr. 
Hoover, as Director-General of the 
American Relief Administration, from 
sponsoring extensive relief to famine- 
stricken Russia in 1921-23. The work 
of the A. R. A., which furnished over 
90 per cent of the relief extended to 
Russia during this period, was de- 
scribed in the United States as “un- 
official,’ although it was largely 
financed by Congressional appropria- 
tions. 

Replying on March 21, 1923, to an 
appeal from the Women’s Interna- 
tional League for Peace and Freedom, 
which stated that changed conditions 
in Russia made American policy no 
longer applicable, Mr. Hughes de- 
clared that internal conditions alone 
did not determine recognition. “The 
fundamental question in the recogni- 
tion of a government,” he said, “‘is 
whether it shows ability and a disposi- 
tion to discharge international obliga- 
tions. Stability, of course, is impor- 
tant; stability is essential. Some speak 
as though stability was all that was 
necessary. What, however, would avail 
mere stability if it were stability in 
the prosecution of a policy of repudia- 
tion and confiscation?” Not only had 
the Soviet Government, in his opinion, 
shown no disposition to fulfill “valid 
obligations” but it had given no sign 
that it would abandon its ‘“‘destructive 
propaganda.” Among the international 
obligations which the Soviet régime 
had refused to fulfill, Mr. Hughes, in 
a letter of July 19, 1923, to Samuel 
Gompers, mentioned “the protection 
of the persons and property of the 
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citizens of one country lawfully pur- 
suing their business in the territory 
of the other and abstention from hos- 
tile propaganda by one country in the 
territory of the other.” 

President Coolidge reaffirmed the 
policy of non-recognition in his mes- 
sage to Congress on Dec. 6, 1923. The 
United States, he said, did not propose 
“to enter into relations with another 
régime which refuses to recognize the 
sanctity of international obligations,” 
or “to barter away for the privilege 
of trade any of the cherished rights 
of humanity.” The President, how- 
ever, after expressing willingness “to 
make very large concessions for the 
pupose of rescuing the people of 
Russia,” added: 

Whenever there appears any disposition 
to compensate our citizens who were de- 
spoiled, and to recognize that debt con- 
tracted with our government, not by the 
Czar but by the newly formed Republic 
of Russia; whenever the active spirit of 
enmity to our institutions is abated; 
whenever there appear works meet for 
repentance; our country ought to be the 


first to go to the economic and moral 
rescue of Russia. 


The hopes aroused by this message 
in Russia were doomed to failure. On 
Dec. 16, 1923, Chicherin cabled Presi- 
dent Coolidge that the Soviet Govern- 
ment was ready to discuss all the 
problems mentioned in the President’s 
message on the basis of the principle 
of mutual non-intervention in internal 
affairs, and that it was fully prepared 
to open negotiations with a view to 
the satisfactory settlement of Amer- 
ican claims, ‘on the assumption that 
the principle of reciprocity will be 
recognized all around,” thus indicating 
the existence of Soviet counter-claims. 
On Dec. 18, 1923, however, Mr. Hughes 
stated that 
there would seem to be at this time no 
reason for negotiations. * * * If the 
Soviet authorities are ready to restore the 
confiscated property of American citizens 
or make effective compensation, they can 
do so. If the Soviet authorities are ready 
to repeal their decree repudiating Rus- 


sia’s obligations to this country and ap- 
propriately recognize them, they can do 
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so. It requires no conference or negotia- 
tions to accomplish these results, which 
can and should be achieved at Moscow as 
evidence of good faith. The American 
Government has not incurred liabilities 
to Russia or repudiated obligations. Most 
serious is the continued propaganda -to 
overthrow the institutions of this country. 
This government can enter into no nego- 
tiations until these efforts directed from 
Moscow are abandoned. 


Secretary of State Kellogg reiterat- 
ed these views on April 14, 1928, when 
he informed the Republican National 
Committee that the continuance of 
Bolshevik propaganda “made vain any 
hope of establishing relations on a 
basis usual between friendly nations,” 
and that the experience of European 
countries had shown “that the grant- 
ing of recognition and the holding of 
discussions have served only to en- 
courage the present rulers of Russia 
in their policy of repudiation and con- 
fiscation.” Mr. Stimson likewise de- 
clared in December, 1930, that the 
United States would not recognize the 
Soviet Government until it had ac- 
knowledged its debts, guaranteed 
proper compensation for American 
property confiscated in Russia, and 
ceased to agitate for the overthrow 
of the American Government by revo- 
lution. 

Nor was American policy modified 
by the Soviet Government’s adher- 
ence in August, 1928, to the Anti-War 
Pact sponsored by Mr. Kellogg. Testi- 
fying before the Senate Committee on 
Foreign Relations in December, 1928, 
Mr. Kellogg stated that “adhering to 
a multilateral treaty that has been 
agreed to by other people is never a 
recognition of the country.” This view 
was later opposed by Judge John Bas- 
sett Moore, who held that “by this 
act we necessarily recognized the 
Soviet Government.” Yet when China 
and the Soviet Union clashed over the 
Chinese Eastern Railway, Secretary 
Stimson, through the French Ambas- 
sador in Moscow, reminded the Soviet 
Government in a note of Dec. 2, 1929, 
of its obligations under the Anti-War 
Pact, and warned it that its standing 
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“in the good opinion of the world” 
will necessarily in great measure de- 
pend on the manner in which it car- 
ried out “these most sacred prom- 
ises.” This note, coming just after the 
initiation of Sino-Soviet negotiations 
to settle the Chinese Eastern Railway 
controversy, aroused the ire of the 
Soviet Government, which declared on 
Dec. 3 that the American note, which 
had brought “unjustifiable pressure” 
to bear on the negotiations, could not 
be considered “as a friendly act,” and 
expressed amazement that the United 
States, which had not recognized the 
Soviet Union, deemed “it possible to 
apply to it with advice and counsel.” 


This rebuke, which in the opinion 
of some observers injured the Soviet 
Government’s chances for recognition, 
was followed by a complete standstill 
in official Soviet-American relations. 
Trade between the two countries, how- 
ever, appeared unaffected. American 
exports to the Soviet Union, consist- 
ing chiefly of machinery and indus- 
trial equipment, rose from $4,550,000 
in 1923 to $114,398,537 in 1930, when 
the United States was second only to 
Germany as a source of Soviet im- 
ports. The decline in Soviet-American 
trade which began in 1931 and reached 
an acute stage in the first eight months 
of 1932, when exports to the Soviet 
Union showed a drop of 90 per cent 
as compared with the preceding year, 
was attributed by Soviet trading 
agents to the difficulty of obtaining 
credits in the United States and to 
restrictions on Soviet exports to this 
country. Alarmed by the serious loss 
of trade with a country which, they 
declare, offers an unlimited market 
for manufactured goods, many politi- 
cal and business leaders have de- 
manded the recognition of the Soviet 
Government as the only method of 
obtaining a share of Soviet orders, 
which now go principally to Germany 
and Great Britain. 


A newspaper poll taken showed that 
thirteen, if not fourteen, members of 
the Senate Foreign Relations Commit- 
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tee either supported recognition of the 
Soviet Government or would vote for 
a resolution favoring such action. 
Advocates of recognition in both 
houses of Congress stressed two main 
points—the desirability of obtaining 
a market in the Soviet Union at a time 
when we are faced by increasing un- 
employment, and the danger that Ja- 
pan might interpret non-recognition 
as a sign that the United States would 
welcome or at least not oppose the 
downfall of the Soviet Government. 


Senator Robinson of Arkansas, 
speaking at Atlanta on April 21, de- 
clared that he favored recognition for 
the purpose of “promoting amicable 
international relations and stimulat- 
ing our foreign commerce”—an opin- 
ion more strongly expressed by Sena- 
tor Johnson of California when he 
said that “in these times it is simply 
economic idiocy for America, by its 
policies, to preclude Americans from 
trade and commerce which so readily 
could be obtained.” Failure to recog- 
nize the Soviet Government was de- 
nounced as “an economic crime” by 
Representative Rainey of Illinois, 
Democratic floor leader in the House, 
while on April 22 Representative 
Sabath introduced a resolution favor- 
ing recognition. 

According to Senator Johnson, how- 
ever, trade is not the only thing at 
stake. A spark, he believed, might set 
off the Manchurian powder barrel at 
any moment: 

Japan seems to think that Russia’s 
downfall would be acclaimed the world 
over. Some gesture on the part of the 
United States, therefore, could well be 
made to rid her of. any such ideas. * * * 
Japan would not have the moral support 
of this country in an attempted conquest 
of Russia, and we should make this clear. 
Some move in the direction: of normal re- 
lationships with Russia at this time would 
do more to remove perils from the Far 
East, and therefore from the world in 
general, than any other single act. 


Of the various obstacles to recog- 
nition, all but two have now lost their 
significance. The stability of the 
Soviet Government is no longer ques- 
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tioned, and its political institutions 
appear less repugnant to American 
public opinion than in the past. Nor 
is it argued today that the Soviet 
Union represents an “economic vacu- 
um” which offers no opportunities for 
foreign trade. Judge Moore, moreover, 
has emphasized the fact that recogni- 
tion does not imply approval of the 
political or economic institutions of 
any government, whether that of the 
Czar or of the Soviets. Today, how- 
ever, as in 1923, the United States 
demands, as a preliminary to recogni- 
tion, that the Soviet Government 
acknowledge its obligation to repay 
the Kerensky debt and to compensate 
American citizens for confiscated 
property—claims which now total 
over $800,000,000 with interest—and 
that it cease to encourage Communist 
propaganda in this country through 
the agency of the Third International. 
While the Soviet Government re- 
fuses to acknowledge its obligation 
to repay the Kerensky debt, on the 
ground that “no people is bound to 
pay the price of chains fastened on it 
for centuries,” it has expressed its 
willingness to negotiate a settlement 
with the United States. On the other 
hand, the Soviet Government has ad- 
vanced counter-claims for property 
damage and loss of life caused by 
American intervention in Russia, the 
exact amount of which it has never 
specified. With respect to propaganda, 
the Soviet Government has declared 
that it has no direct connection with 
the Third International and that it is 
ready to establish relations on the 
basis of mutual non-intervention in 
internal affairs. Although the over- 
tures made by the Soviet Government 
have received no encouragement from 
the United States, competent observ- 
ers believe that the existing deadlock 
is by no means hopeless. Since recog- 
nition is primarily a matter of policy, 
it is not impossible that the desire to 
obtain Soviet trade and the need for 
Soviet cooperation in the Far East 
may eventually alter American policy 
toward the Soviet Government. 


The Australian Political Seesaw 


By C. HARTLEY GRATTAN 


{An American student of social prob- 
lems and a literary critic as well, Mr. 
Grattan visited Australia some time ago 
in an attempt to learn about the forces 
shaping the destiny of the Common- 
wealth. Mr. Grattan is the author of 
Why We Fought and of the recently pub- 
lished biographical study, The Three 
Jameses.] 


USTRALIA has never succeeded in 
defining itself to the interna- 
tional mind. Yet its history offers 
an unusual opportunity for the stu- 
dent of social evolution. It is short; 
it falls into fairly sharply defined 
units; it proceeded at a rapid pace, 
and the situation it produced, that of 
today, contains all its original factors. 
Founded in 1788 as a penal colony, 
Australia received convicts until the 
early 1850s. But it was not long con- 
fined to such narrow limits, for ad- 
venturous spirits soon realized what 
the country was worth for permanent 
settlement. The military and civil 
administrators early began to seek 
their own profit and some of them 
gave up their positions that they 
might be free to exploit the land. 
They were joined by free settlers 
from England, who were allowed in 
the country at first over the protests 
of the keepers of the convicts. The 
convicts, as one might guess, were an 
important element in those early 
days, for they provided cheap labor 
while they were serving their sen- 
tences as well as afterward. Many 
convicts were given freedom only on 
condition that they remained in the 
country. In some cases they became 
pioneers themselves at the end of 
their terms and were eventually ab- 
sorbed into the general population. 
The outstanding figure in this first 
period of Australian history was John 
Macarthur (1764-1834). He may be 


said to be the economic father of the 
country. He it was who introduced 
sheep into the land, fought for the 
rights of the free settlers, sometimes 
in very ill-advised ways, and managed 
in his lifetime to lay the foundations 
of the pastoral industry which still 
remains basic in the national econ- 
omy. The pastoralists, often referred 
to as the “squattocracy,’” became 
what they still are—the most con- 
servative group in Australian life. 
They dominated the country until the 
gold rushes of the 1850s introduced a 
dissident and more numerous element 
into the population. As the gold-seek- 
ers’ opportunities became fewer, the 
erstwhile “diggers” began to demand 
that they be absorbed into the Aus- 
tralian social system. They wanted 
land for farming, hitherto a neglected 
industry, and to this end they 
asked the State to make inroads 
upon the vast areas held by the 
squatters. Eventually a system was 
set up under which prospective 
farmers “selected’”’ holdings when the 
areas made available were thrown 
open to them. The land thus acquired 
was called a “selection” and the 
farmer became known as a “selector.” 
The process was attended by political 
manipulation and corrupt practices of 
various kinds. Thus was laid another 
of the foundations of the Australian 
economic structure. The country now 
had a farming class as well as the 
“squattocracy.” 

The next great development was 
that of the workers in the cities, 
hitherto commercial rather than in- 
dustrial centres. As the farming 
group established itself, it became a 
sufficiently numerous class to stimu- 
late secondary industries. While man- 
ufacturing is still inferior to the 
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pastoral and farming industries as a 
productive force, it has made the 
workmen of primary importance in 
Australian life. It is this class, indeed, 
and its sympathizers and representa- 
tives that has given Australia its pe- 
culiar social complexion as much as 
any single group. Strongest numeri- 
cally, it has been able to make great 
gains because of its ability to use a 
liberal suffrage for its own purposes. 

Finally, among the major “inter- 
ests” in Australian society and poli- 
tics is that of the group of business 
men able to protect its interests in 
politics only by temporary alliances 
with the farmers, the ‘‘squattocracy” 
and that large mass of undifferen- 
tiated citizens known as the “general 
public.” But even this general public 
is an unreliable quantity, for it is not 
stable enough to support any party in 
power for any considerable length of 
time. It constitutes the floating vote 
which oscillates between the Labor 
party and the Nationalist party with- 
out allowing either to gain permanent 
ascendency. 

The labor movement, with its politi- 
cal organization and its trade unions, 
provides the largest and most cohe- 
sive group that is contending for 
power. Not only are the industrial 
workers organized in trade unions but 
also all kinds of labor in the primary 
industries. Even when the Labor party 
is not in office it possesses tremen- 
dous influence and is able to prevent 
any startling deviations from its 
policies. Thus it comes about that 
labor gives the whole of Australia’s 
political and social outlook its special 
character. Australian conservatism is 
tempered by the necessity of keep- 
ing fairly close to the labor line, 
and while its motives are those of the 
profit-making classes everywhere, in 
practice it amounts to little more than 
a greater susceptibility to the disci- 
plines which the foreign bankers are 
ever trying to impose upon the Aus- 
tralian people. For this reason the 
conservative elements are, particular- 
ly in times of adversity, more willing 
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to adopt economy measures in the 
administration of State business enter- 
prises and social services. 

To understand the situation thor. 
oughly, an effort must be made to 
define the labor outlook. As Professor 
W. K. Hancock has pointed out in his 
brilliant and witty book, Australia 
was founded and developed after the 
French and American Revolutions and 
hence in a world more or less domi- 
nated by the middle-class outlook. 
Australia has been “made” by people 
acutely conscious of their “rights.” 
But there has been a counter-drive 
toward collectivism which is disposed 
to grant the State not only the power 
of an arbiter between contending in- 
dividuals, as in the regulation of 
wages and labor conditions, but also 
the power to initiate and carry out 
vast enterprises for the public good. 
Thus, in a country which was and is 
pastoral and agrarian in basis there 
has developed a strong State. 

The explanation is that, however 
egalitarian the Australian may be, he 
has never been a “rugged” individual- 
ist in the American sense. He has 
always looked to the State for help in 
mastering the huge continent at his 
disposal. And not only was that conti- 
nent settled by people impregnated 
with the bourgeois outlook but during 
a period when technology was making 
rapid strides, during the industrial 
revolution. In a land of magnificent 
distances transportation was of pri- 
mary importance. Once the railway, 
for instance, was a practical reality, 
it became a crying necessity in Aus- 
tralia as an implement in the pioneer- 
ing process. The State was called upon 
to supply it and did. 

Moreover, when Australia’s second- 
ary industries began to expand they 
brought in a laboring class which was 
already touched by an incipient class- 
consciousness. English chartism had 
run its course, but had left certain 
influences in the minds of the workers 
who emigrated to Australia. The 
humanitarian outlook had gained a 
foothold in the British mind which 
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made the leaders in Australian life 
sympathetic to labor’s demands and 
willing to impose upon the State the 
burdens the humanitarian program 
entailed. The Australian labor “‘inter- 
est” was very early articulate and 
powerful, and it confronted an opposi- 
tion which, while not weak and even 
on occasion ruthless, was nevertheless 
far from being as hard and unyielding 
as in other countries. The result has 
been that while labor has been unwill- 
ing to accept social services from 
employers, it has taken them freely 
from the State. 

Yet there is little to please the 
Marxist ideologue in the Australian 
situation. Australian labor is not 
Marxist; it seeks all it can get, of 
course, but it is more humanitarian 
than anything else and it has wedded 
itself to a sort of State capitalism (or, 
if you like, State socialism) that 
secured middle-class cooperation. It 
would, perhaps, clarify the situation 
if the labor leaders of Australia were 
better thinkers, especially if clarity is 
to be reckoned an ultimate social 
virtue. It would, indeed, be rather 
easy to impose a Marxian interpreta- 
tion upon the Australian set-up as it 
presents itself today, but only by dis- 
torting the facts. It is the better part 
of wisdom, therefore, to recognize the 
confusions and complexities and admit 
that in Australia we have, as has been 
said, “socialism without the theory.” 

It may be strongly doubted whether 
Australian labor declarations for the 
socialization of industry really mean 
anything in particular. Sometimes 
they seem to be printed in the party 
program as a sort of sop to the defi- 
nitely radical forces in the ranks. It is 
significant that Australian labor is 
nationalistic. As a complete group, it 
has no international affiliations. Most 
of the leaders seem quite satisfied to 
push the State as far as they can 
along humanitarian lines, to utilize 
the State as an instrument in the 
Struggle for higher wages, shorter 
hours and various measures of social 
welfare (supplementing their political 


power and legalistic concessions by 
strikes and threats of strikes) and let 
the matter go at that. But an indis- 
pensable element of real radicalism 
seems to be lacking—the aspiration 
to take control of the entire economic 
system and assume all the burdens 
such a course implies. 

All this works out very neatly into 
an explanation of the peculiar dead 
level characteristic of Australian life. 
Probably no country in the world is 
such a paradise of mediocrity or de- 
serves less the distinguished person- 
alities it periodically throws off. The 
Australian labor group, influential as 
it is in determining the tone of Aus- 
tralian life, contents itself far too 
easily with a wage that more or less 
automatically adjusts itself to the 
fluctuations of prices, with a standard 
of living controlled by that wage 
which is extraordinarily stultifying, 
and with a considerable amount of 
protected leisure which is spent in 
sport, gambling and other amuse- 
ments, some interesting enough, but 
none of them of cultural import in the 
best sense. Unfortunately no group 
has sufficient vigor to shake the coun- 
try out of its intellectual lethargy. 
Artists in Australia struggle with the 
most appalling handicaps, and while 
their work is of higher significance 
than is generally recognized, it would 
be yet higher if the community showed 
itself responsive to efforts to endow 
it with a cultural life. 

Labor would undoubtedly rule Aus- 
tralia with an iron hand if—but be- 
hind that “if” are arrayed opposing 
forces (in politics, the Nationalists) 
against which it must battle and to 
which it must offer concessions. When 
in office it must not invade the rights 
of the propertied classes too far or 
become too arrogant in its attitude 
toward them or it will lose the next 
election. If it does advance pretty far 
on occasion, it almost invariably exe- 
cutes a quick counter-march and 
throws a sop to the enemy. A favorite 
sop has been the tariff. Curious as it 
may seem, Australian labor favors 








436 


the tariff. Its reasoning is not Marx- 
ian here any more than in any other 
of its jumbled ideas. A tariff not only 
keeps the propertied classes satis- 
fied; it also, according to labor rea- 
soning, stimulates manufactures, in- 
duces the establishment of new 
industries and so adds to the oppor- 
tunities of labor. 

Thus far the academic economists, 
and the Nationalist disciplinarians to 
a lesser extent, have tried in vain to 
point out that the tariff, far from 
benefiting labor, imposes burdens on 
Australia under which labor inevita- 
bly suffers. The tariff drives up prices 
and drives down industrial efficiency 
and has not shown itself a satisfactory 
method for the encouragement of in- 
dustry. The tariff imposes terrific 
financial burdens on the Australian 
people to which they are not neces- 
sarily heir in this day and age. But 
Australian labor is not prepared to 
make concessions for the sake of in- 
dustrial efficiency. The subtler impli- 
cations of the tariff are ignored and 
the obvious “gains” are reckoned 
good. 

The tariff, then, encourages the de- 
velopment of a subsidized economy 
for which it is impossible to see any 
justification either immediate or re- 
mote. It is, however, a somewhat in- 
direct subsidy. In addition, direct 
subsidies of an even more uneconomic 
character help to produce a situation 
that can be regarded only as a drag 
upon Australian life. Yet it would be 
difficult to raze the crazy structure 
without ruthlessly plunging the nation 
into terrifying disorders. Subsidies 
are granted to various branches of 
tropical agriculture, such as sugar- 
cane growing, to the dried fruit indus- 
try, which is chiefly carried on in 
irrigated country, and to dairying; 
while prices are artificially fixed and 
a tariff granted to keep out identical 
products from foreign countries. 
When Australian production runs be- 
yond domestic capacity for consump- 
tion, the surplus is dumped upon the 
world market. The loss is suffered, of 
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course, by the Australian population. 

It is argued, however, that the Aus- 
tralian standard of living is sustained, 
whereas if the industries were to com- 
pete with the world, the Australians 
employed in them would sink to the 
level of foreign workers. Moreover, 
and most importantly with regard to 
tropical agriculture, such a tariff 
policy insures the retention of the 
“White Australia” policy, a racial and 
economic policy of tremendous emo- 
tional content, by making it possible 
to use white labor in the tropics. Aus- 
tralia has always tried to extend her 
ideas of artificially sustained eco- 
nomic standards into the British 
Empire at large, and at the recent 
Ottawa conference sought to do so 
with increased vigor. 

Australia must obviously sell some- 
thing in the world market at a profit 
to provide a national income on which 
to support her population and her 
limping primary and secondary indus- 
tries. The country’s great basic com- 
modity is wool, which takes us back 
to the incomparable service of John 
Macarthur. The second most impor- 
tant export is wheat, the basis of 
agrarianism. The hero of this industry 
is William Farrer (1845-1906), who 
experimented with wheat according 
to principles of Mendel in 1886 with 
the object of producing rustproof 
varieties, and succeeded in putting 
Australian wheat-growing on a 
scientific basis. Both wool and wheat, 
which far overshadow all other com- 
modities in importance to Australia, 
must be disposed of in the world mar- 
ket at world competitive prices. 

The leading products of Australia 
are at the mercy of two forces, one of 
them peculiar to the country and the 
other operative in any country depen- 
dent for its income upon primary 
production, The first is the climate. 
The spectre of drought constantly 
menaces both wool and wheat and 
can reduce crops with disastrous 
effect. While drought-resisting varie- 
ties of wheat have markedly extended 
the wheat-growing area and the re- 
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turn per acre, Australian droughts 
are not easily circumvented, for they 
are not infrequently both extensive 
and protracted. Whatever efforts man 
may make with the help of science, 
the fact remains that Australia has 
an inadequate and unreliable rainfall, 
few rivers and a minimum supply of 
artesian water. This not only limits 
the area available for cultivation; it 
also restricts the available grazing 
territory. The desert area in Australia 
is proportionately larger than on any 
other continent. Planning can some- 
what mitigate the destructive effects 
of drought on the grazing country by 
developing methods of transporting 
animals out of stricken areas, tapping 
all possible sources of water and other 
measures, but in the end the climate 
remains a dominating and incalculable 
factor, thus providing a_ striking 


example of a basic geographical con- 
trol working on a modern society. 
The second factor is world prices. 
Australia has been brought to its 
present pass by the sharp decline in 


the world prices of wool and wheat, 
which made terrific inroads on the 
nation’s income from abroad. During 
the period of world prosperity Aus- 
tralia borrowed heavily in the world 
money market to support its program 
of development and its social services. 
The people gambled on an indefinite 
continuance of good times. The warn- 
ings periodically issued by the eco- 
nomic disciplinarians fell on deaf ears. 
The result has been catastrophic. The 
political seesaw, in consequence, has 
been making almost melodramatic 
ups and downs, with the discipli- 
narians (Nationalists) at present in 
control of the Federal government 
and some of the State governments. 
But, as already pointed, even when 
out of office Labor wields enormous 
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influence, and while the electorate 
may repudiate this or that Labor gov- 
ernment, and sometimes with great 
decisiveness as in the case of the 
Lang Ministry in New South Wales, 
that does not mean a reversal of all 
that labor stands for nor a triumph 
of conservatism as Americans under- 
stand it. The conservatives are prob- 
ably only temporarily in control. 
Labor represents too powerful a group 
interest to be permanently eclipsed, 
and will no doubt regain control of a 
country but little different from what 
it was when it last went out of office. 

When it became apparent that Aus- 
tralia had to do something in the way 
of retrenchment, there was marked 
and even melodramatic resistance to 
the proposed measures. The recalci- 
trance is indicated by the fate of the 
financial recommendations made by 
Sir Otto Niemeyer of the Bank of 
England—the bankers played a pow- 
erful rdle in recent Australian politics 
—and ex-Premier J. T. Lang’s ability 
to carry on his spectacular course of 
action for many months in New South 
Wales. But with the passing of labor 
from control of the Commonwealth 
government and of the State govern- 
ments of New South Wales and Vic- 
toria, the way was open for the disci- 
plinarians to function, and more 
recent developments suggest that 
they have been making their views 
prevail. 

Australia shows hardly any disposi- 
tion to go left toward bolshevism or 
right toward fascism. It will remain 
Australia, disciplined but essentially 
unchastened and above all not dis- 
illusioned, wedded as firmly as ever to 
the peculiar un-Marxian socialism 
that obtains there—State capitalism 
combined with a deep humanitarian 
impulse. 





Man’s Study of Man 


By ROBERT 


[Dr. Briffault is an Englishman who 
spent twenty years in New Zealand, 
where, while practicing medicine, he 
also carried on his work in anthropology 
and the study of social evolution. After 
many years of preparation the results 
of his research were embodied in his 
monumental book, The Mothers, which 
has been hailed as one of the most re- 
markable contributions to modern learn- 
ing. Dr. Briffault is the author of a 
number of other works, including 
Psyche’s Lamp and Rational Evolution. ] 


OME Cambridge dons were once 
debating the momentous ques- 
tions, where, exactly, ancient history 
ends and modern history begins. Sir 
Edward Tylor, the great anthropolo- 
gist, was asked his opinion. “It mat- 
ters not a straw,” he replied; “both 
are branches of anthropology.” 
Anthropology, or the science of 
man, which might logically be claimed 
to include the whole of human knowl- 
edge, has in practice been concerned 
with a wide diversity of inquiries, ac- 
cording as one or another province 
of study has acquired special interest 
and prominence. When the fossil re- 
mains of man first began to attract 
attention, an anthropologist was 
understood to be a student of those 
relics and to be chiefly interested in 
skulls. A multitude of studies which 
have reference to racial or other 
variations in human anatomy consti- 
tute the field of physical anthro- 
pology. But the study of man as a 
social being—his organizations, in- 
stitutions, customs, traditions and cul- 
ture—has acquired so paramount an 
interest that the term anthropology 
has come to be particularly applied to 
those sociological investigations. 
Although social anthropology in- 
cludes, as Tylor claimed, the whole of 
man’s cultural history, the term is in 
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practice conveniently limited to that 
portion of it which is not represented 
in written annals. Those lower, or 
more primitive, societies which have 
no written history are precisely those 
which afford an opportunity for in- 
vestigating the origin of subsequent 
social phenomena. Hence the signifi- 
cance of social anthropology, because 
to understand social phenomena im- 
plies an understanding of their 
origins. To understand current his- 
tory is impossible without an adequate 
knowledge of past history; in the 
same manner the whole of recorded 
history becomes fully intelligible only 
in the light of anthropological facts 
and their interpretation. 

It was an American, Lewis Henry 
Morgan, who perhaps more than any 
other anthropologist made the study 
an indispensable basis for all social 
thinking. His work had so profound 
an influence that its effects are 
tangible in the most vital phenomena 
of today. Morgan’s views being, as 
a whole, in accordance with the con- 
clusions of the great anthropologists 
of his day, and representative of com- 
petent opinion in the period of the 
active development of the science 
during the later decades of the nine- 
teenth century, were not without in- 
fluence in developing the social phi- 
losophy of Marx and Engels. 

That stage of vital development in 
anthropological studies was followed 
by a stage of reaction. The conclusions 
to which the synthesis of anthropologi- 
cal facts seemed to point appeared dis- 
quieting, if not revolutionary. Princi- 
ples and institutions which it had been 
customary to regard as rooted in hu- 
man nature and in the constitution of 
the universe came to appear, in the 
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light of those conclusions, as relative- 
ly recent innovations or as rooted in 
savage superstition and _ barbaric 
abuses. It cannot be wondered that 
criticisms of those disturbing views 
were eagerly welcomed, and that a re- 
actionary interpretation of anthropo- 
logical facts was acclaimed by an in- 
fluential portion of public opinion and 
acquired immediate authority. 

When Westermarck, for example, 
attacked with an imposing array of 
erudition the view of Morgan and of 
all leading anthropologists that the 
institution of monogamic marriage 
was preceded by phases of sexual 
promiscuity, and put forward the 
opinion that primitive humanity was 
from the first monogamic, he was at 
once hailed as almost a savior of so- 
ciety, and his authority became so 
great as to silence for many years all 
realistic anthropological inquiry into 
the subject. Similarly, reactionary in- 
terpretations and theories. calculated 
to discredit and to discount the alarm- 
ing conclusions of the founders of an- 
thropological social science have, dur- 
ing the present century, exercised an 
overwhelming influence, and continue 
to do so in many academic quarters. 
Nevertheless, there is today a grow- 
ing number of indications of a revul- 
sion on the part of many anthropolog- 
ical students against the kind of in- 
terpretation that appears to be too 
exclusively concerned with upholding 
the authority of established institu- 
tions, and a notable tendency is dis- 
cernible to revert in some measure to 
views that approximate more closely 
with the conclusions of the earlier sci- 
entific anthropologists. 

One of the favorite methods of ex- 
planation of social phenomena has 
been to ascribe them to the effects 
of human nature and innate instincts. 
Marriage, private property, religion 
have been accounted for by such fac- 
tors as a monogamic instinct, an in- 
stinct of private property, a religious 
instinct. That facile mode of explana- 
tion is one of the oldest, most persis- 
tent and most pernicious sources of 
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fallacy in human thought. As a conse- 
quence of the cumulative force of 
much varied evidence as well as logical 
considerations, such an explanation is 
today driven out of court. Instinctive 
behavior dependent upon an innate 
organization of the nervous system is 
highly developed in some forms of life, 
notably among the insects. But care- 
ful investigation has shown that even 
among the higher animals, birds and 
mammals, very few of the forms of 
behavior which were assumed to be 
instinctive are due to such a congeni- 
tal nervous mechanism. In man not 
only is true instinctive behavior non- 
existent, but the physiological condi- 
tions of human development render 
such a congenital disposition impos- 
sible. 

Contemporary social anthropology, 
crippled to a large extent by reaction- 
ary theories, has had little part in 
dissipating the ancient delusion. But, 
as Professor Boas of Columbia Uni- 
versity has well said, the results of 
anthropological observation all go to 
“confirm the suspicion long held by 
anthropologists that much of what we 
ascribe to human nature is no more 
than a reaction to the restraints put 
upon us by our civilization.” The con- 
clusion forced upon us that, so far 
as it has any bearing upon social life, 
man’s behavior is almost wholly the 
effect of culture, and not of nature, 
is one of the most far-reaching devel- 
opments of modern thought. One con- 
sequence is that the excessive impor- 
tance which has commonly been 
ascribed to race, an estimate that is 
clearly the expression of tribal pride 
and prejudice, can no longer be sus- 
tained. Human behavior, including 
thought, opinions, sentiments, the 
emotions connected with these and 
with social situations and many of 
the elements which are commonly in- 
cluded under the term “character,” 
as well as social institutions and the 
reactions of human beings toward 
them, is to an overwhelming extent 
the product not of innate elements 
of the race but of social tradition. 
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The study of social anthropology is 
thus not only the history of the social 
development of man but also of his 
mental development. It is not only the 
premise to social thought but also to 
psychology. For the history of the hu- 
man mind is the history of the tradi- 
tions of social culture. 

One of the conceptions which Mor- 
gan most elaborately set forth was 
that of successive phases of social and 
cultural development. Man has passed 
from phases of savagery to barbaric 
organization and to organized civiliza- 
tion. Those various stages in his so- 
cial development have depended large- 
ly upon his control of the economic 
means of subsistence. Some lowly so- 
cieties live by gathering articles of 
food, others by fishing, others by 
hunting, supplemented or not by a 
rude form of agriculture. Other soci- 
eties are mainly pastoral or agricul- 
tural in their mode of subsistence. It 
was that relation between human cul- 
ture and the economic means of sub- 
sistence, expounded by Morgan, which 
has helped to enlarge the economic in- 
terpretation of history. 

That scheme of social development 
has been the object of a great deal of 
criticism. There is no difficulty in 
showing that, as set forth by Morgan, 
the view of the course of human evo- 
lution, passing step by step through 
its several hard-and-fast phases, was 
oversimplified. The general tendency 
has been, especially among American 
anthropologists, to set aside entirely 
the conception and to regard the so- 
cial phenomena presented by each so- 
ciety as a separate unit determined by 
its own particular local and tempo- 
rary conditions. Behavior and social 
facts have under this view been inter- 
preted in terms of the “functional” 
part of the individual in relation to 
his material and social environment. 

Such a method, however, not only 
limits the scope and significance of 
social anthropology; it also contains 
at least one important fallacy. Since 
social man is so largely the product of 
transmitted tradition, it follows that 
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he brings to each new environment in 
which he is placed a heritage of tradi- 
tions which may have been the out- 
come of very different environments. 
His reactions, both individual and col- 
lective, are therefore not determined 
by his functional relations to his actu- 
al environment only but are to an even 
greater extent the results of traditions 
which he has received from previous 
social phases. Tribes which are de- 
pendent upon domesticated animals 
for their means of subsistence, for ex- 
ample, present certain very definite 
social characters. They are invariably 
polygamous and stringently patri- 
archal in their social constitution. 
Those characters are not by any 
means obliterated if the society which 
presents them happens to become ag- 
ricultural or industrial, or if it should 
revert to dependence upon hunting. 

So of all social phenomena. Count- 
less features which may have been 
“functional” in a remote savage phase 
persist today in the most highly civi- 
lized societies. ‘There would indeed 
be few social problems if man’s be- 
havior were always functionally 
adapted. Most social woes arise pre- 
cisely from the fact that it is not. 
The “functional” method of interpre- 
tation thus embodies an oversimplifi- 
cation far more _ superficial and 
fallacious than any that has been 
charged against Morgan. 

Professor Morris Ginsberg of the 
University of London, in a recently 
published volume, Studies in Sociol- 
ogy, has set forth an extremely able 
and full criticism of the cavalier 
repudiation of Morgan’s views by 
contemporary American anthropolo- 
gists. His conclusion is that “the 
conception of stages of growth is still 
necessary,” and that “the tracing of 
sequence in orderly phases is a neces- 
sary preliminary to any theory of 
social development.” 

For many years, especially in 
America, anthropological research 
has been concentrated on detailed 
local studies of particular tribes, and 
on monographs on some of the fast 

























































MAN’S STUDY OF MAN 


perishing and usually highly so- 
phisticated survivors of savage hu- 
manity. A great deal of extremely 
valuable material has thus been accu- 
mulated. But collections of bare 
facts, however valuable and final in 
their testimony, remain as dead as 
mutton if that testimony is not intelli- 
gently interpreted. 

A very severe appraisal of Dr. Mar- 
garet Mead’s recent field work at 
Manus, in New Guinea, Growing Up 
in New Guinea, appeared lately in 
Man. The critic exposed the com- 
mon assumption that it is sufficient 
to dwell for a time with a savage 
tribe to be an anthropologist. It 
might as well be supposed that it is 
sufficient to dwell in New York to be 
a sociologist or in Washington to be a 
statesman. To concentrate attention 
upon the study of a single tribe or 
region is too often apt to destroy the 
sense of social perspective and to lead 
to the use of isolated facts as a basis 
for far-reaching conclusions. This has 
been a conspicuous fault of much re- 
cent anthropology. It is notably seen 
in the work of Professor Malinowski, 
who, having made an admirable study 
of the Trobriand Islands, off the 
northern coast of New Guinea, has 
ever since regarded those islands as 
equivalent to the whole savage world. 

An instance of the method was af- 
forded when, in a public debate with 
me, he cited the marriage customs of 
the Trobrianders as a final appeal to 
the facts of primitive society, and on 
my remarking that the customs of 
their close neighbors, the natives of 
Dobu, were entirely different, he re- 
plied that he had no evidence of this, 
because he had not observed them. 
Dr. R. F. Fortune of New York has 
just published an admirable study of 
Dobu, Sorcerers of Dobu, which con- 
firms and amplifies my account and 
clearly shows the Trobriand usage to 
be a later modification of the Dobu 
practice, 


The ostensible 


“objectivity” of 
anthropological field work is very of- 
ten delusive. Assumptions and precon- 
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ceptions which the observer professes 
to exclude by abstaining from conclu- 
sions have a way of creeping into his 
observations of “fact.” Neither an 
illusory “functional” interpretation 
nor the very superficial application 
of psychoanalysis to anthropological 
field work, which is being attempted 
with scant success by Dr. Roheim, can 
take the place of a comparative study 
of the wide range of available data, 
many of which are no longer available 
to observation. To the latter method, 
which was that of constructive an- 
thropology and which has long in- 
curred denunciation, many are now 
showing a _ disposition to return. 
Speaking of my own work, Lord Rag- 
lan lately said: “Briffault arrives at 
those conclusions by the comparative 
method; and, whether they are correct 
or not, it is by that method that truth 
is to be sought, and not by arbitrarily 
attributing ideas and practices to pre- 
human ancestors.” 

One of the most disturbing disclos- 
ures of the anthropologists who used 
the comparative method was that prim- 
itive man was a Communist. Such a 
conclusion could not be allowed to 
pass unchallenged. In a recent work, 
Man’s Rough Road, Professor Keller 
of Yale University has devoted much 
space and not a little heated eloquence 
to an endeavor to show that private 
property and even capitalism have al- 
ways existed. He is, it is true, com- 
pelled to admit that there are many 
instances, which he terms “exception- 
al,” where this is difficult to show. 
But if primitive people attach little 
importance to private property, it is, 
he argues, because private property 
has among them little importance. 
They would be capitalists if they had 
capital, and would, he feels sure, spec- 
ulate in stocks if they had a stock ex- 
change. 

An antiquary is said to have once 
shown to a collector the sword of 
Balaam. “But,” said the collector, 
“I understood that Balaam had no 
sword, but only wished he had one.” 
“Precisely,” answered the antiquary; 
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“this is the sword he wished he had.” 
The reluctance of a dog to part with 
a bone or of a monkey to give up a 
stick has been described as an “in- 
stinct of private property.” But the 
“instinct” of the Australian black, 
the Melanesian, the Fuegian, the 
Bushman, is to divide his catch, were 
it only a sprat, among the whole 
clan. It is a very sound “instinct,” 
because, unless such sharing took 
place, not a single individual would 
have a chance of supporting himself. 

Many anthropologists have adduced 
the monopoly in magic formulas, in 
dances, in crests and the like, which 
is universal, as evidence of the senti- 
ment of private property. But senti- 
mental private property is not the 
same thing as economic private prop- 
erty. In the course of social develop- 
ment the two kinds of property have 
indeed often become combined. Among 
the Yuma of Colorado, as Daryll 
Forde has lately shown, the posses- 
sion of private property is only per- 
mitted to persons who have shown 
evidence of the possession of super- 
natural powers. But while senti- 
mental personal property is common 
in uncultured’ society, economic 
monopoly is the exception. Even ex- 
tensive commercial transactions of 
the greatest mutual benefit are found 
to take place among tribes which are 
devoid of any notion of economic 
value. Dr. Fortune has just described 
in detail the organized barter which 
takes place at Dobu, as in many other 
parts of Melanesia. It is regarded as 
an exchange of presents and a token 
of friendship and good-will, and it 
would never enter the mind of a native 
to do any haggling or any counting or 
reckoning. 

There is no doubt that primitive 
humanity would be as individualistic 
as modern American humanity if the 
accumulation of private property 
were, in the circumstances of its life, 
advantageous. The fact is that it is 
not, and the “instincts of private 
property” have therefore remained 
undeveloped. In point of fact, the ac- 
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cumulation of convertible private 
property to any important degree be- 
comes possible and advantageous only 
to the individual in pastoral societies, 
The first pecuniary values (Latin, 
pecus, cattle) arose out of the domes- 
tication of animals on a large scale, a 
relatively late event in the history of 
the human race and one which, by the 
way, never took place in native 
American society. 

It is a seemingly strange but sig- 
nificant fact that moral passions are 
inflamed by the subject of marriage 
and sexual morality even more in- 
tensely than by economics and theol- 
ogy. The looseness of the savage’s 
marriage and morals shocked Vic- 
torian society even more than his com- 
munism. Accordingly, Westermarck’s 
thoroughly ‘‘nice” account of demure, 
chaste and sentimental savagery, sup- 
ported by a scholarly array of in- 
credibly distorted evidence, made his 
work, The History of Human Mar- 
riage, for nearly half a century the 
source-book of every moralist and 
unfortunately of a great many an- 
thropologists. That baneful, paralyz- 
ing influence is now happily dissi- 
pated, although many survivals of it 
still hamper the recovery of anthro- 
pological science. 

What is often misleadingly termed 
marriage in the lower cultures has al- 
ways been an economic relation, often 
quite distinct from normal sexual re- 
lations, and the forms and regulations 
of the relation have invariably been 
determined by economic factors. Mar- 
riage is the foundation of the family, 
which has in turn been regarded as 
the foundation of society. But physi- 
ologically and biologically the family 
is founded by the mother, not by the 
father. Marriage being an economic 
relation, the foundation of a paternal 
family by the father could not take 
place, and has not taken place, until 
the development of private property 
enabled him to purchase both the 
mother and her children. Before the 
acquisition of that economic power, 
which did not generally become fully 
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developed until the domestication of 
animals, the family remained mater- 
nal, and the husband had no right 
to remove the woman from her home 
or to lay claim to her children. But 
a maternal family is not separated 
from the social group in the same 
manner as is a paternal family. Hence 
the foundation of primitive society is 
not the family, but the clan, or sib. 
The formation of the paternal family 
marks, not the development of social 
ties, but, on the contrary, the breaking 
up of those ties and the development 
of anti-social “rugged individualism.” 

A favorite theological argument was 
the argument from universal con- 
sent. It was supposed to prove the 
existence of God. But the argument 
proves a good many other things be- 
sides. Whether there are or have 
been societies without gods is mainly 
a matter of definition. But there are 
no uncultured societies known which 
have not an abundance of what we 
call superstitions. This arises from 
the fact that nowhere has primitive 


humanity any clear idea of the physi- 


cal relation of cause and effect. Dr. 
Fortune, in his excellent study of the 
Dobu islanders, gives a very good ac- 
count of the way they have of put- 
ting down the success of any ordinary 
operation to charms, incantations and 
, other hocus-pocus, and of their utter 
depreciation of their own skill, astute- 
ness and technology as factors in the 
issue. That estimate, which is en- 
tirely due to ignorance of the nature 
of physical law, constitutes what 
anthropologists call magic. Religion, 
regarded as a metaphysical theory of 
the constitution of the universe, de- 
veloped out of primitive magic but, 
anthropologically speaking, only at 
an extremely late period of cultural 
development. 

The idea with which all historians 
of the origin of religion have hitherto 
started is that primitive man was in 
the habit of sitting at the mouth of 
his cave after supper and asking, 
like Sean O’Casey’s hero, “What is 
the stars?” and of meditating on the 
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Great Questions and the whichness of 
what. Since no primitive man ever 
did such a thing, and his magic has 
nothing whatsoever to do _ with 
theology, all treatises on the origin 
of religion, from Max Miiller on- 
ward, are not worth the paper on 
which they are printed. 

One consequence of the notion that 
primitive man is interested in ex- 
plaining the universe has been the as- 
sumption that primitive people wor- 
ship the sun as the most obvious 
source of terrestrial life. Actually 
most primitive people are profoundly 
uninterested in the sun, which many 
do not even associate with daylight, 
and no aboriginal sun-cult is known 
except in relatively advanced agri- 
cultural societies. When a woman 
engaged in anthropologial research 
was told in New Caledonia that the 
natives regarded as their god a 
heavenly body which died every month 
and rose again after the third day, 
she concluded that they must be sun- 
worshippers. That is a good example 
of putting your preconceptions into 
your premises instead of into “rash” 
conclusions. The notion that they 
worshiped the moon, which possesses 
such magical power that it appears 
to control the sexual periodicity of 
women seemed to the good lady a 
funny, if not lunatic, idea. 

In what measure primitive people 
believe in their own magic and how 
slowly the skeptical notion of physical 
cause and effect has entered human 
heads are amusingly illustrated by 
Professor Boas in his recent monu- 
mental accumulation of texts on the 
Kwakiutl. But the Kwakiutl, whom I 
have met only while shopping in the 
fashionable stores of Vancouver, are 
somewhat sophisticated. A Kwakiutl 
shaman told Professor Boas that the 
only way to become a shaman is to 
acquire from another shaman the 
technical skill necessary to perform 
the skillful sleight-of-hand and fraud- 
ulent tricks of sucking out disease and 
producing, so to speak, rabbits out of 
a hat. A person desiring to become a 
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shaman is usually in a state of grace 
and conversion, having become im- 
pressed by some performance of an- 
other shaman. After his induction to 
holy orders he becomes, of course, a 
crook. Thus the Kwakiutl alternate, 
like some other humans, between cred- 
ulous and skeptical states of mind. 
There is usually a recrudescence of 
credulity in times of economic depres- 
sion or of sickness, and death-bed con- 
versions are common among them. 

The layman may exclaim over the 
uniformity of human nature. But 
what is commonly mistaken for such 
is really the uniformity of social phe- 
nomena. This has never been quite 
satisfactorily explained. The theories 
of diffusionists, such as Dr. Eliot 
Smith, who detects everywhere the 
influence of ancient Egypt, as the old 
missionaries discovered in every part 
of the globe the lost tribes of Israel, 
will not bear scrutiny. 

The fact is that humanity is very 
old. The traditions and ideas which 
are found today to be common to the 
Eskimo of Greenland, the tribes of the 
Upper Congo and the blacks of Aus- 
tralia may at one time have been the 
common heritage of a more compact 
humanity. The more we know the 
more do racial differences tend to dis- 
appear. Dr. Hrdlicka, who has just 
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brought to light significant Asiatic 
remains in Alaska, believes that the 
Australian blacks are akin to the Ne- 
anderthal race which peopled Europe. 
It was till now firmly believed by all 
anthropologists that the race had 
been completely wiped out soon after 
the coming of the Aurignacians. But 
MacCown’s recent discovery in Pales- 
tine of young Neanderthal skulls, 
which show features hitherto regard- 
ed as characteristic of the higher 
white races, suggests that the gap be- 
tween them may not be so wide as was 
supposed, for it is in the young that 
the type of the future is prefigured. 

The science of social anthropology 
which could do such great things to- 
ward the much-needed task of improv- 
ing human intelligence has, it must be 
sorrowfully admitted, suffered longer 
from a state of depression than the 
banks. But there are indications that 
prosperity may be just around the 
corner. There are not at present half a 
dozen important chairs of social an- 
thropology in American universities. 
It is just as well. Anthropology is only 
now beginning to recover from the 
shock caused by too candid a revela- 
tion of the origins of man’s traditional 
mind and of the factors which shape 
current history no less than savage 
pre-history. 
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Setting out for the Disarmament Conference 
—Kladderadatsch, Berlin 
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A Month’s World History 


Manoeuvres for Disarmament 
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By JAMES THAYER GEROULD 
Princeton University; Current History Associate 


HATEVER else may be achieved 

by the disarmament confer- 
ence, one fact has been made strik- 
ingly clear—that the question of 
armaments has many phases, all of 
which are interwoven with a host of 
other problems. For instance, the 


delegates discovered that no conces- 
sions of moment could be made in re- 
gard to long-range guns until it was 
known what would be done about 
naval batteries, that tanks could not 
be abolished without decisions regard- 


ing air bombardment, that submarines 
would not be given up so long as large 
capital ships were maintained. The 
French have continually asserted 
that without security, and definite 
plans for arbitration, there can be no 
disarmament of consequence. More 
recently, it has become evident that 
political situations have a definite 
relation to the problem. A govern- 
ment that is insecurely seated, as are 
most governments today, hesitates 
to make concessions that can be 
used against it by political opponents 
more intent on party advantage than 
on national welfare. 


At the moment, the Manchurian 
situation makes it difficult to obtain 
naval agreements. The threat of a 
German Government dominated by 
the Nazis, or the older militaristic 
groups, is being used in France by the 
extreme nationalists to keep alive old 
enmities and to prevent the conces- 
Sions necessary to persuade Germany 
to return to the conference. In Ger- 


many, the government has hesitated 
to be present at Geneva in the face 
of the noisy protests of the parties op- 
posing such action. Italy has made 
friendly gestures to Germany, in the 
hope of bringing France to terms re- 
garding naval parity, and Norman 
Davis has found that for Europeans 
there are definite relations, not only 
between reparations and war debts, 
but between war debts and disarma- 
ment. 

A detailed statement of the French 
proposal (See December CURRENT 
HIsTory, pages 332-334) was issued as 
a memorandum for the disarmament 
conference on Nov. 14. Since being is- 
sued it has undergone certain modi- 
fications that are not likely to make 
it, in its detail, more acceptable to 
the other powers, but which doubtless 
are considered by the French as coun- 
ters with which they can bargain. 
While M. Herriot in no sense main- 
tains that the document represents 
an ultimatum, or any final statement 
of the French position, he makes it 
quite clear, nevertheless, that his 
proposals are interdependent and form 
an “indivisible whole.” 

The memorandum consists of a long 
preamble and of five succeeding chap- 
ters. It opens with an assertion that 
“any war undertaken in breach of the 
Paris pact is a matter of interest to 
all the powers, and shall be re- 
garded as a breach of obligations as- 
sumed toward each one of them.” In 
such a situation there must be consul- 
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tation and agreement upon the steps 
to be taken, which will be, as a mini- 
mum, “the prohibition of direct or in- 
direct economic or financial rela- 
tions,” and a refusal to “recognize 
any de facto situation brought about 
in consequence of the violation of an 
international undertaking.” With such 
an understanding as this it will be 
possible to give full effect to Article 
XVI of the covenant, to the Locarno 
treaties, the general convention on 
means of preventing war, and the 
convention for financial assistance. In 
the Continental European area, the 
Locarno treaties foreshadowed a more 
complete organization, accepted by a 
sufficient number of powers so that 
the security of each one of them shall 
be insured in all circumstances. Un- 
der such an organization, any signa- 
tory power will have the right to as- 
sistance whenever its territory is “at- 
tacked or invaded by a foreign 
power.” To assist the Council in de- 
termining the aggressor, as defined 
by this phrase, it shall appoint, in 
each country, from among the diplo- 
matic agents accredited to it, a com- 
mission which will be charged with 
the duty of reporting on the facts. 
“The Council of the League will de- 
cide that assistance shall be given on 
simply ascertaining that an attack or 
invasion has taken place.” To insure 
the peaceful settlement of disputes, 
all members of the new confederation 
shall agree to compulsory arbitration. 
Should any nation refuse to accept or 
execute an award, the other party 
may bring the matter before the 
Council, which, in such case, may act 
by majority vote. 

“The land forces assigned for the 
defense of the home frontiers of the 
States of Continental Europe will be 
reduced to a uniform general type, 
that of a national short-service army 
with limited effectives,” the size of 
which is to be determined by the for- 
mula suggested in the Hoover plan. 
The project goes into considerable de- 
tail regarding the number and train- 
ing of these effectives, and of military 
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police with longer terms of service, 
The period of service in the national 
army must take into account pre-mili- 
tary training and that acquired in 
semi-military formations—an obvi- 
ous reference to the political organi- 
zations in Germany, Austria and Italy. 
In addition to these home forces, each 
nation will place permanently at the 
disposal of the League of Nations, as 
a contingent for joint action, a small 
number of specialized units, serving a 
relatively long term, and provided 
with the powerful materials prohibit- 
ed to the national armies. Such mate- 
rials are to be “stored in each of the 
contracting States under international 
supervision,” where they may be re- 
stored to national use should the na- 
tion be engaged in legitimate self-de- 
fense in accordance with a decision of 
the Council. As rapidly as possible, all 
war materials are to be standardized 
on a uniform type. To insure that 
every nation organizes its armed forces 
and its material in accordance with 
the rules, there shall be established 
an international supervisory body 
which shall make annual investiga- 
tions. 

Although overseas troops are ex- 
cluded from the national quotas, out- 
lined above, they are, nevertheless, to 
be limited by the terms of the general 
convention. Naval forces, also, do not 
come within the terms of the Conti- 
nental agreement. In regard to these, 
there shall be regional understandings 
of a political character—such as, for 
example, a Mediterranean pact— 
which will result in further limitation 
and reduction, both quantitative and 
qualitative. While no provision is 
made for a navy permanently under 
League control, it is proposed that the 
Council, in order to enforce its deci- 
sions, shall have the right to call on 
the signatory powers for a stipulated 
number of vessels of every category, 
which will act, presumably, under in- 
ternational direction. The chapter 
on air forces provides for the total 
abolition of bombing aircraft, except, 
perhaps, such as are placed under the 
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control of the League, the establish- 
ment of a European air transport 
union, having supervision of all in- 
ternational air transportation, and the 
organization by the League of a 
strong air force capable of immediate 
action in enforcement of its decisions. 

Detailed as the plan is, it contains 
no answer to the difficult questions 
as to how the international forces are 
to be constituted, how the general 
staff is to be recruited and where it 
is to be located, how the League is to 
be assured of the control of the heavy 
armaments “stored” in each nation 
and a dozen similar queries. The other 
European powers are skeptical of a 
plan which will permit France to re- 
tain a large colonial force only a few 
hours away, while all her naval plans 
are based on the rapid transportation 
of these troops to Europe. The pos- 
session of such forces would nullify 
any theoretical equality of right to 
arm and any ratios of military 
strength based on the earlier provi- 
sions of the document. 


So far as it relates to the United 
States, the plan would involve the 
amplification of the Pact of Paris by 
a consultative agreement, the accep- 
tance of the obligation to prohibit “di- 
rect or indirect economic or financial 
relations” with an aggressor country 
and the incorporation of the Stimson 
doctrine of non-recognition in a treaty 
having universal application. There 
may be some question as to our obli- 
gation under the plan to cooperate in 
naval operations, but, as the clause is 
related to a chapter which deals solely 
with European organization, it seems 
very doubtful if any such obligation 
is intended. 

Despite the assertion that the plan 
is presented as an “indivisible whole,” 
the French fully realize that it can- 
not be completely achieved at once. 
They accept the statement of Sir John 
Simon that “such a plan can only be 
carried out by stages, each subsequent 
Stage being justified and prepared for 
by the proved consequences of what 
has gone before.” They are quite will- 


ing, too, that parts, at least, of the 
American and the British schemes 
should be incorporated with it. 

Three days after the publication of 
the French proposals, Sir John Simon, 
in a speech before the Bureau of the 
Conference, restated the British posi- 
tion. He admitted the principle of 
equality of right demanded by Ger- 
many and hinted that, within the limit 
of total tonnage permitted by the Ver- 
sailles Treaty, Germany might be per- 
mitted to build battleships of more 
than 10,000 tons. He would agree to 
a general reduction of the tonnage of 
cruisers to that established for Ger- 
many by the treaty, and to a total 
abolition of submarines. Large tanks 
should be abolished, since they are 
solely weapons of offense. Small tanks 
he would retain. Admitting in prin- 
ciple the right of Germany to possess 
a limited number of such weapons, 
he hedged this statement by a quali- 
fication that, “in practice,” it might 
not be possible to allow it, and that, 
in any event, their number and size 
should not be determined in advance. 
The calibre of mobile land guns might 
be reduced in new construction to 
the 105-millimeter size permitted to 
Germany, but he implied that the na- 
tions which now have larger guns 
should be allowed to keep them. 


Sir John Simon favors immediate 
reduction of all air forces to the level 
of those of the United Kingdom, a sub- 
sequent additional cut in all of 33 per 
cent, and the limitation of unladen 
weight at a lower figure. He wishes 
to retain the right to use aircraft for 
bombing “for police purposes in outly- 
ing places,” obviously referring to 
such cases as the recent bombing of 
Arab villages in Iraq and the Amer- 
ican use of planes for similar purposes 
in Nicaragua. No attempt is made to 
square this statement with his earlier 
condemnation of “the frightful hor- 
rors of bombardment from the air,” 
the inference being that the practice 
ceases to be horrible when applied 
against a population that is unable to 
retaliate. Pending a decision on all 
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these points, the British Government 
thinks it “not unreasonable that Ger- 
many should refrain from any claim to 
possess military or naval aircraft. “If 
Germany desires a reduction of her 
term of enlistment from twelve to six 
years, the number of long-service 
troops should be reduced from 100,000 
to 50,000. No reference is made to the 
French suggestion for abolition of 
Continental long-service armies. His 
statement closed with a reaffirmation 
of the principle of a permanent dis- 
armament commission. 


For some reason, Sir John did not 
include in this document an important 
suggestion which he made in the 
House of Commons on Nov. 10, to the 
effect that “all European States 
should join in a solemn affirmation 
that they will not, in any circum- 
stances, attempt to resolve any pres- 
ent or future difference between them 
by the use of force.’’ The substitution 
of the word “force” for “war,” as it 
appears in the Pact of Paris, is of the 
utmost importance, as it would guard 
against such situations as that in 
Manchuria, where war has not been 
declared; as the forcible annexation 
of Vilna, and similar situations of 
which recent history furnishes too 
many examples. 


On Nov. 18 an important debate be- 
fore the bureau on the private manu- 
facture of arms brought out the fact 
that the United States as well as 
Great Britain, which hitherto have op- 
posed attempts at regulation, are now 
ready to agree to it. Japan, while not 
opposing the control of private manu- 
facture, is at present unwilling to ac- 
cept so great a degree of control for 
her public arsenals. The American 
delegates still oppose a complete ban 
on gas warfare by taking the position 
that experimentation with a view of 
defense against gas attacks must still 
go on. The general belief is that any 
such authorization would endanger 
agreements regarding a complete pro- 
hibition of the use of gas. It is recog- 
nized, however, that such restrictions 
as are applied must be of a character 
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which will not interfere with the 
legitimate and normal activities of the 
manufacture of chemicals. 

Germany still hesitates to return to 
the conference, not only because of 
the equivocal nature of the responses 
officially made by France and Great 
Britain to her demand for the recog- 
nition of her right of equality, but 
quite as much, perhaps, because of the 
instability of her government. At the 
moment it seems likely that there 
will be concessions on both sides, and 
that informal conversations are likely 
to result in the discovery of a formula 
which will permit Germany to join in 
future discussions. 


THE ECONOMIC CONFERENCE 


The preparatory commission of the 
Monetary and Economic Conference 
concluded its first session on Nov. 9, 
Very little of importance was ac- 
complished, and this through no fault 
of its members. No useful purpose can 
be served by convening the conference 
until after March 4, nor even then if 
a discussion of tariffs and war debts 
is to be prevented. It is very far from 
being the fact, however, that the re- 
sponsibility for delay lies entirely with 
the United States. The Ottawa agree- 
ments, the failure of parliamentary 
government in Germany, the budget- 
ary situation in France, the failure of 
the Stresa conference to deal with a 
single aspect of the larger problem, 
make it quite uncertain whether the 
world is yet ready to face the impli- 
cations of the present policy of dog 
eat dog, and to adopt a program of 
economic and financial rehabilitation. 

A ray of light breaking through 
the clouds of international misunder- 
standing and hostility was afforded 
by the announcement on Nov. 16 that 
the Franco-German Economic Com- 
mission had agreed to a consortium, 
to be financed by bankers in both 
countries and in Great Britain, for the 
construction and electrification of 
railroads and other public works in 
countries such as Poland, Rumania, 
Portugal and Iraq, where capital for 
such purposes is lacking. 


The Foreign Notes on War Debts 


ILLED with a sense of righteousness 

and generosity because of the 
sacrifices they made at Lausanne, 
Great Britain and France waited until 
the American elections were over be- 
fore asking the American Government 
to review the war debt situation and 
to permit the suspension of payments 
due during the period of review. The 
British Ambasador, Sir Ronald Lind- 
say, presented the British note to the 
Department of State on Nov. 10; the 
French note was presented by Ambas- 
sador Claudel on Nov. 11.* Though 
most Americans were probably star- 
tled by this development, it did not 
come as a surprise to political observ- 
ers. Unofficial agitation for reduction 
and even for cancellation, in the 
United States as well as in Europe, 
had existed even during the pre-de- 
pression years, and the serious revival 
of the debt question became inevitable 
when economic stress deepened and 
persisted. (For a general discussion of 
the war debt problem, see Dr. Ostro- 
lenk’s article on page 413 of this 
issue. ) 

Certain definite events, however, 
foreshadowed the appeals of the 
European debtors for relief. The first 
of these was the Hoover moratorium. 
Since it was agreed that a postpone- 
ment of intergovernmental payments 
was urgently necessary in 1931, the 
question whether a similar suspension 
might not be equally necessary in 1932 
held the attention of statesmen, budget 
framers and economists of many coun- 
tries. An especially significant event 
was the joint communiqué issued by 
President Hoover and Premier Laval 
at the conclusion of their talks in 
Washington on Oct. 25, 1931, in which 


*In the article, “The Dilemma of the 
War Debts,’’ on pages 413-419 of this 
issue, the reception of the French note 
is dated incorrectly as Nov. 10, instead 
of Nov. 11. The American replies to Great 
Britain and France were sent Nov. 23, 
not as stated in the article, on Nov. 26. 


it was stated that “prior to the ex- 
piration of the Hoover year of post- 
ponement some agreement regarding 
them [intergovernmental obligations] 
may be necessary covering the period 
of the business depression. The initia- 
tive in this matter should be taken at 
an early date by the European powers 
principally concerned within the 
framework of the agreements existing 
prior to July 1, 1931.” This suggestion 
led, according to the notes of the Brit- 
ish and French Governments, to the 
Lausanne agreements. 

The third incident was the state- 
ment of President Hoover in his spe- 
cial message to Congress concerning 
the moratorium on Dec. 10, 1931: “As 
we approach the new year it is clear 
that a number of the governments in- 
debted to us will be unable to meet 
further payments to us in full pending 
recovery in their economic life. There- 
fore it will be necessary in some cases 
to make still further temporary ad- 
justments.” The President also recom- 
mended the re-creation of the World 
War Foreign Debt Commission, “with 
authority to examine such problems 
as may arise in connection with these 
debts during the present economic 
emergency, and to report to the Con- 
gress its conclusions and recommenda- 
tions.” But Congress approved the 
moratorium, refused to recreate the 
Debt Commission and warned that its 
approval of the year’s suspension of 
payments was not to be taken to indi- 
cate any future favorable considera- 
tion of reduction or cancellation of the 
war debts. 

Later in December, 1931, the Basle 
Report announced that Germany would 
be unable to pay the unconditional 
part of her reparation annuity for 
the year beginning July 1, 1932. This 
spurred the creditor governments of 
Europe into taking the initiative sug- 
gested in the Hoover-Laval statement, 
and a conference on the reparation 
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question was arranged to meet at 
Lausanne in January, only to be post- 
poned from time to time because of 
unfavorable political conditions. 

Another important link in the series 
was the failure of the British and 
French Governments to make pro- 
vision in their new budgets for debt 
payments due to the United States on 
Dec. 15, 1932. These omissions showed 
clearly that an extension of the 
Hoover moratorium was anticipated. 

Finally, the Lausanne agreement of 
July 9 brought the reparation ques- 
tion to a point of real settlement, but 
its final ratification was made condi- 
tional upon the success of Germany’s 
creditors in obtaining concessions 
from the United States in respect to 
their war debts. Communications to 
this effect would probably have been 
addressed to Washington soon after 
the conclusion of the Lausanne con- 
ference but for the American Presi- 
dential campaign, and the reluctance 
on the part of the debtors to embar- 
rass President Hoover at such a time. 
As soon as the election was over, how- 
ever, they acted almost simultaneous- 
ly, because only five weeks remained 
in which to win the support of the 
American Government, Congress and 
public to the suspension of the pay- 
ments due on Dec. 15. 

The Hoover-Laval communiqué men- 
tioned above was, in fact, used as a 
springboard in both the British and 
French notes requesting postpone- 
ment as a preliminary to general re- 
view of the debt agreements. Both 
notes linked reparations with war 
debts and in the French note special 
stress was laid on the sacrifices made 
at Lausanne. Mention was made in 
both of the suspension of intergovern- 
mental payments between the partici- 
pating powers at that conference, dur- 
ing the period of negotiations, in urg- 
ing a similar suspension during the 
proposed war debt discussions. 

In some quarters in the United 
States, Great Britain and France were 
accused of endeavoring to present a 
united front on the debt question and 
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the gentleman’s agreement at Lau- 
sanne was cited as additional proof, 
The British Government took pains to 
deny any such intention and explained 
that the similarity of the notes was 
due to the force of circumstances, 
since the subject-matter of both notes 
was identical and since it was set 
forth in each case in the customary 
diplomatic idiom. 

The replies that were made by the 
American Government to the debt 
notes on Nov. 23 were, of course, made 
wholly on the responsibility of Presi- 
dent Hoover. They set forth the lack 
of jurisdiction on the part of the Presi- 
dent to grant postponement of the in- 
stalments due on Dec. 15 or to grant 
review of the debt situation. In both 
replies it was asserted that the sug- 
gestions of the two governments went 
far beyond “anything contemplated or 
proposed at any time in the past either 
by President Hoover or by this gov- 
ernment,” and that “no facts have 
been placed in our possession which 
could be presented to the Congress 
for favorable consideration.” 

The President advised the two gov- 
ernments, however, that he was pre- 
pared to recommend to Congress that 
it constitute an agency similar to the 
World War Foreign Debt Commission 
to examine intergovernmental finan- 
cial obligations and to consult with 
each government individually. They 
were further assured that the payment 
of the obligations due on Dec. 15 
would greatly increase the prospects 
of a satisfactory approach to the 
whole question. In the reply to the 
British Government it was stated that 
the United States still held to its tra- 
ditional view ‘“‘that reparations are a 
solely European question in which the 
United States is not concerned,” and 
that it would not recognize any in- 
ference “that the settlement of Ger- 
man reparations was made in reliance 
upon any commitments given by this 
government.” 


Meanwhile, notes requesting post- 
ponement of the impending instal- 
ments and review of debts were re- 
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ceived by the Department of State 
from Belgium, Czechoslovakia and Po- 
land, and replies similar to those ad- 
dressed to Great Britain and France 
were made to them. Greece had al- 
ready defaulted on a payment due to 
the United States on Nov. 10, while 
Italy refrained from joining in the 
campaign for postponement and re- 
vision, but her instalment was small 
and she is understood to favor review. 

The governments of France and 
Great Britain lost no time in pre- 
paring new notes setting forth the 
facts as they saw them in more detail, 
with the ultimate view that they would 
be passed on to Congress for its con- 
sideration. 'The second British note 
was delivered to the Department of 
State on Dec. 1. Asserting that the 
resumption of the war-debt payments 
on the pre-moratorium scale would 
deepen the world depression and ad- 
versely affect commodity prices with 
disastrous consequences to the whole 
world, and that a discussion of the 
debts might be instrumental in the re- 
vival of world prosperity, the British 
Government again asked for the post- 
ponement of the instalment due on 
Dec. 15 and review of the whole ques- 
tion. The loss which the British and 
American taxpayers would suffer 
from reconsideration of the war debts 
was held to be far less than the loss 
of wealth and the human misery 
caused by the economic crisis. It was 
stated that the President’s suggestion 
in his statement on Nov. 23 of pay- 
ment through the deposit of foreign 
currency to avoid gold exports, had to 
be rejected, as British gold reserves 
were not large enough to permit such 
payment. The note contended that 
unless there was a review of the war 
debts, the Lausanne agreement could 
not be ratified and the reparations 
question would still remain unsettled, 
with possibly fatal results. It further 
asserted that a de facto connection 
existed between debts and reparations 
and that this connection was “by impli- 
cation admitted by the United States 
Government when it proposed a mora- 
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torium on all intergovernmental obli- 
gations last year.” As to the renewal 
of payments, the note stated that 
Britain’s adverse balance of trade 
with the United States in 1931 
amounted to £78,000,000, and that in 
the present circumstances payment 
could only be made “by adopting 
measures which would further restrict 
British purchases of American goods.” 
As proof of the faithful adherence of 
Great Britain to the debt arrange- 
ments up to the present time, the note 
stated that while Great Britain’s debt 
to the United States was but 40 per 
cent of the total, she had paid 80 per 
cent of the total received. 


Press opinions on the British note 
in the United States were with few ex- 
ceptions favorable to a careful ex- 
amination of the British case. The re- 
action in Congressional circles was 
far different, however, and it was 
clear that opposition in Congress to 
any abatement of the debt burden 
had become crystallized. As The San 
Francisco Chronicle said editorially: 
“Whatever President Hoover may rec- 
ommend now, or President Roosevelt 
may propose later, Congress has made 
up its mind, and its answer is ‘No.’” 

The text of the second French note 
was received on Dec. 2. In it the 
French Government emphasized that 
it had never considered questioning 
“the juridical validity of the various 
obligations by which the war debts 
originated,” and that in requesting a 
postponement it was not going beyond 
the request of President Hoover him- 
self in June, 1931. The Hoover-Laval 
communiqué of October, 1931, was 
stressed as in the first note, and it 
was held to have led to the sacrifices 
made at Lausanne. It expressed the 
view that the strict application of the 
debt arrangements “would result in 
creating further, chaos and poverty 
throughout the world, inasmuch as 
the transfer of sums without corre- 
sponding exchange cannot but unbal- 
ance yet more profoundly interna- 
tional relations.” 

The French note dealt therefore 
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with postponement of the Dec. 15 
payment, and only indirectly with the 
question of review. As in the case of 
the British note, it failed to make any 
impression on Congressional opposi- 
tion to a new moratorium. 


On the whole, British opinion has 
made an effort to appreciate the 
American attitude and American dif- 
ficulties, but strong views are held by 
some well-known Englishmen, Vis- 
count Snowden, Chancellor of the Ex- 
chequer in two Labor governments, in 
a special article in The New York 
Times of Nov. 17, urged cancellation 
of the British debt. Offering the 
familiar argument that the original 
loans were America’s contribution to 
carry on the war while she was inac- 
tive during the fifteen months follow- 
ing her entry, he concluded that Great 
Britain is not bound in equity to pay. 
He complained also of the unequal 
treatment accorded the debtors by the 
United States, of war profits, of the 
high American tariffs. L. M. S. 
Amery, former Conservative Cabinet 
Minister, in an address at Birming- 
ham on Nov. 29, scorned repudiation, 
but said that Great Britain could pay 
the war debt to the United States only 
by cutting down on purchases from 
her. The Economist, of Dec. 3, stated 
that the British Government should 
not shrink from default if it should 
feel “that payment would create ex- 
change and other difficulties on an in- 
ternational scale to which it has no 
right to expose the world.” 


It must be remembered that there 
has always been strong opposition to 
the payment of war debts in France, 
and that the funding arrangements 
for the French debt to the United 
States were not finally ratified by the 
Chamber of Deputies until 1929, and 
then only by the close vote of 300 to 
292. Even this approval was condi- 
tional upon the payment of the debt 
“exclusively by the sums that Ger- 
many shall pay to France.” Now that 
the German reparations have been 
almost abolished, the payment of the 
debts becomes to the French mind 
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utterly illogical. But Pertinax, perhaps 
the most penetrating of French pub- 
licists, observed in L’Echo de Paris on 
Nov. 12, that the case of the debtors 
was strong in equity but weak as a mat- 
ter of law. M. Berenger, former Am- 
bassador to the United States, and co- 
author of the Mellon-Bérenger fund- 
ing agreement, has stated his belief 
that France is no longer morally 
bound to pay. And M, Malvy, presi- 
dent of the Finance Commision of the 
Chamber of Deputies, declared on 
Nov. 9, “I consider it a supreme in- 
justice that after having deleted from 
our budget the German debt on the 
initiative of the President of the 
United States, payment of the debt to 
America should be imposed on this 
country.” 

On no great public question in our 
time has there been so great a diver- 
gence of opinion between the experts 
and the legislators as on American 
war debt policy. The experts—among 
them the foremost students of affairs, 
the leading bankers and economists— 
have almost to a man favored the ex- 
tension of the moratorium and a re- 
consideration of the debt situation. 
The press has also been uniformly 
favorable to a serious reconsideration 
of the facts presented by the debtor 
nations. But the legislators—among 
them Speaker Garner and the mem- 
bers of the Foreign Relations and 
Finance Committees of both houses— 
have almost unanimously gone on 
record as categorically opposed to any 
kind of leniency toward the debtors. 


There seems little hope, then, that 
the Congress will take any step calcu- 
lated to lighten the debt burden. It 
seems likely that President Hoover 
will recommend in a special message 
to Congress the creation of some 
agency empowered merely to investi- 
gate the facts in the debt situation 
and to report on them, but as the Con- 
gress has changed little in composi- 
tion and less in mind since it refused 
to carry out a similar recommendation 
last December it is likely that nothing 
will be done in that direction. R.L.B. 





The State of the American Nation 


By E. FRANCIS BROWN 


OLITICS of one sort or another is 
P not long adjourned in the United 
States, at least in times like the pres- 
ent. No sooner had the country turned 
its back on the Presidential election 
than it faced the prospect of the con- 
cluding session of the Seventy-second 
Congress. Trained in the months of 
the campaign to discuss, more or less 
carefully, the problems of a tangled 
social and economic order, citizens dis- 
covered that their consideration of 
those problems was not concluded with 
the casting of ballots on election day. 
Thus, in the weeks preceding the as- 
sembling of Congress, Americans were 
forced to continue their study of the 
state of the nation. 


Nothing is more dead than a Presi- 


dential election once it is over, yet 
there are some interesting results 
which are worth recording. The final 
figures were still awaited at the end 
of November. On the voting there 
needs to be little comment. Nearly 
complete returns on Nov. 29 showed 
that Governor Roosevelt received 22,- 
314,058 votes, the largest number ever 
received by a winning candidate. His 
majority of 6,738,584 was slightly 
more than that of President Hoover 
over Alfred E. Smith in 1928. Thus 
the Democratic victory entailed a shift 
of more than 13,000,000 votes, a 
change in which the Negroes partici- 
pated, since reports indicate that for 
the first time since the Civil War 
many of them deserted their tradition- 
al Republican allegiance. 


Of the minor candidates, only Nor- 
man Thomas, the Socialist standard 
bearer, and William Z. Foster, the 
candidate of the Communists, attract- 
ed much attention. Mr. Thomas’s most 
enthusiastic supporters had prophe- 


sied that he would receive nearly two 
million votes, although the candidate 
himself and the more cautious mem- 
bers of his party maintained that half 
of that number would be cause for sat- 
isfaction. On the basis of incomplete 
returns, Mr. Thomas obtained 805,813 
votes. While the vote is three times 
that received in 1928, it is, in many 
respects, surprisingly low, because in 
a year of so much distress the radical 
vote might have been expected to in- 
crease tremendously. Although there 
was probably some counting out of 
Socialist ballots, the size of the vote 
seems to indicate that many liberals 
in the end, rather than risk a continu- 
ance of the Republicans in power, sup- 
ported the Democracy. Mr. Foster’s 
vote of only 69,104—in 1928 he re- 
ceived 48,770 votes—can be explained 
on similar grounds and the fact that 
the Communist movement in the 
United States is apparently not as 
strong as near-sighted observers have 
believed. 


As with most American elections, 
corruption and intimidation have been 
alleged, justly in many cases there 
can be no doubt. In New York, New 
Jersey, Pennsylvania and Delaware 
hearings were quickly held to sift 
these charges, but one does not have 
to be a cynic to despair of any signifi- 
cant result from the investigations. 


The Seventy-second Congress, when 
it met for its “lame duck”’ session on 
Dec. 5, was under Democratic control, 
since the party has a majority in the 
House and with the insurgents is 
able to block Republican measures in 
the Senate. For this reason the con- 
ferences of the President-elect with 
Democratic Congressional leaders dur- 
ing the latter part of November were 
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extremely important, for it is conceiv- 
able that under Mr. Roosevelt’s direc- 
tion Congress will attempt to push 
through a program devised by him in 
what seems a forlorn hope of staving 
off an extra session of the Seventy- 
third Congress soon after the Demo- 
cratic administration is formally in- 
augurated. 


On Nov. 23, the day following his 
extraordinary conference with Presi- 
dent Hoover on war debts (see Dr. 
Ostrolenk’s article, “The Burden of 
Being a Creditor,” on page 413 of this 
issue), Governor Roosevelt talked 
with the leaders of his party in Wash- 
ington and apparently outlined what 
he believed should be the work of the 
Democrats in the “‘lame duck’”’ session. 
This program included opposition to 


CURRENT HISTORY, JANUARY, 1933 


immediate change in the foreign debt 
structure, balancing of the Federal 
budget, enactment of beer legislation 
and farm relief. Plans for putting the 
program into effect were carried 
further in meetings between the Gov- 
ernor and leading Democrats at Warm 
Springs, Ga., after Thanksgiving. At 
the same time delegations from farm 
organizations visited him and dis- 
cussed proposals for agricultural re- 
lief. 


Of the four points in this legislative 
program the public was most inter- 
ested in the plan to legalize the manu- 
facture and sale of beer. The over- 
whelming wet victory at the polls in 
November and the promise of the 
Democrats to modify the Volstead act 
immediately gave great impetus to 
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the movement to bring back beer. 
Moreover, the growing Treasury defi- 
cit made the revenue possibilities of 
beer seem most attractive, and there 
was hope that beer also would stimu- 
late industrial activity. (For a discus- 
sion of this aspect of the question, see 
Mr. Hacker’s article, “If Beer Re- 
turns,” on page 385 of this issue.) 
Petitions from industrial groups and 
the declarations of Senators and Rep- 
resentatives, who had formerly been 
dry, that they would vote for legalized 
beer made definite action seem prob- 
able. President Hoover’s attitude re- 
mained uncertain and was the cause 
of a brief controversy between Repre- 
sentative Britten and Theodore G. 
Joslin, secretary to the President, 
over whether or not Mr. Hoover would 
sign a beer bill. 


Meanwhile House and Senate lead- 
ers laid definite plans to bring a 
bill for legalizing beer to the floor 
of Congress as soon as that body con- 
vened. Hearings to consider a tax on 
legalized beer were scheduled to begin 
on Dec. 7 before the House Ways and 
Means Committee, and it was believed 
that the beer measure would be in- 
cluded in a general revenue or econ- 
omy bill which President Hoover 
would find it difficult to veto. The 
possibility that drys in the Senate 
might filibuster to prevent the pas- 
sage of such legislation had to be 
taken into consideration in planning 
the strategy to be employed by the 
wets. 


Both Republican and Democratic 
leaders in the House reached an agree- 
ment before the convening of Con- 
gress to vote on a resolution repealing 
the Eighteenth Amendment. Speaker 
Garner, who drafted the resolution, 
planned to have the vote taken on the 
first day of the session and to shut off 
debate by suspending the rules of the 
House. Similar action appeared to 
have strong support among Senators. 
But when the resolution was presented 
in the House, it failed by six votes to 
obtain the two-thirds majority neces- 
Sary for adoption. Repeal apparently 


459 


was postponed until the next Con- 
gress. 


It is conceivable that wrangles over 
repeal and beer will prevent much con- 
structive work being done at the “lame 
duck” session, but Congress will be 
obliged to consider the war-debt prob- 
lem and also to take up the difficult 
question of balancing the Federal 
budget. How far out of balance the 
budget will be at the end of the fiscal 
year next June is not easy to deter- 
mine, but certain it is that a budget 
supposedly balanced when Congress 
adjourned last Summer showed a 
steadily mounting deficit which ap- 
proached $1,000,000,000 before the 
fiscal year was half over. New sources 
of revenue and new economies must 
be found. 


The Hoover administration hopes 
to balance the budget through econo- 
mies which will make new taxes un- 
necessary. At a Cabinet meeting on 
Nov. 19 it was decided to propose a 
$700,000,000 reduction in government 
expenditures, largely through the 
abolition of “useless” bureaus and 
commissions. But as such a procedure 
would be likely to deprive the incom- 
ing Democrats of considerable patron- 
age there seems little likelihood of 
its being well received by Congress. 
Attempts undoubtedly will be made to 
economize by curtailing the construc- 
tion of public works and a well-organ- 
ized lobby will seek to reduce expendi- 
tures in the veterans’ administration. 
Despite the public clamor for econ- 
omy and the fact that the government 
might operate more efficiently and 
cheaply, it is to be feared that if any 
reduction in expenses is made it will 
be by sacrificing governmental social 
functions which have been estab- 
lished after years of effort. 


The only other way to balance the 
budget is by increasing government 
revenues, and this would seem to mean 
new taxes. Much talk has been going 
the rounds in favor of some sort of 
sales tax; yet the principle of that 
tax is one which does not appeal to 
any one who pretends to believe in 
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equitable taxation. It is easy to col- 
lect, it should bring in large returns, 
but it falls heaviest on the man least 
able to bear the burden. Except under 
great pressure, it seems unlikely that 
the sales tax will be acceptable to 
Congress. The return from a beer tax 
has probably been exaggerated by its 
proponents. In any case, a new reve- 
nue bill of some sort can be expected, 
a bill that will seek new sources of 
income and that will modify some of 
the taxes imposed last year which 
have proved unsatisfactory or which 
have aroused extensive protest. 


For the rest, Congress will be 
forced to consider many measures. 
Farm relief is certain to be debated, 
although it is not at all clear whether 
any bill can be made law. Pleas for 
higher tariff protection will be pre- 
sented to Congress by industries 
which allege that they have suffered 
from dumping by nations that are off 
the gold standard. Legislation looking 
toward banking reform will again be 
on the Congressional docket. Agita- 
tion for payment of the veterans’ 
bonus is certain to be heard, and it 
seems not improbable that proposals 
for further unemployment relief will 
be aired in the Capitol. Finally, Phil- 
ippine independence, the World Court 
and the St. Lawrence waterway treaty 
will be under consideration, although 
it is anticipated that they will spend 
most of the session slumbering in 
committees. 

Perhaps some ray of hope is to be 
found in the rise of exports in Octo- 
ber by $21,000,000 over the preced- 
ing month. While some of this im- 
provement is seasonal, it was not 
based to such an extent as usual on 
an increase of cotton exports. Never- 
theless, the total for October was only 
$153,000,000, compared with $204,- 
905,000 in 1931. 

The Reconstruction Finance Cor- 
poration, the chief of the Federal 
agencies for maintaining the nation’s 
economic life, has continued to pour 
out funds to authorized institutions. 
During October $25,926,269 was ad- 
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vanced to railroads, $81,514,500 to 
self-liquidating construction in an at- 
tempt to aid employment, $36,000,000 
as capital for the twelve regional ag- 
ricultural credit corporations and 
$22,634,762 to the States for work 
relief loans. Loans for self-liquidating 
projects have been extended so slowly 
that it was Nov. 26 before any money 
was actually available and, according 
to a United Press dispatch on the fol- 
lowing day, only 1,000 men had ac- 
tually obtained work through the op- 
eration of the self-liquidating project 
provision of the R. F. C. act. Congress 
had hoped that between 1,000,000 and 
2,000,000 men would benefit from the 
act. The slowness with which this 
phase of the corporation’s activities 
has been carried out is likely to cause 
reverberations in Congress, as is the 
fact that not until Nov. 29, more than 
a month after they were expected to 
open, did the Federal Home Loan 
Banks announce that they were actu- 
ally functioning. 

The deliberations of Congress are 
to be further disturbed by demonstra- 
tions by “hunger marchers” and a 
conference of disaffected farmers. 
The descent of the farmers upon 
Washington is the aftermath of the 
farm strike of last Fall, which was or- 
ganized in an attempt to prevent the 
marketing of farm products in Iowa 
and the adjoining agricultural States 
of the Middle West. Exactly what 
the farmers want is not clear except 
that they want relief from their pres- 
ent troubles and if price-fixing for 
agricultural products, a moratorium 
on farm mortgages and a refunding 
of farm debts will bring help, that is 
what they want. The march—actually 
a truck caravan—was planned to be- 
gin at Seattle and to gather recruits 
as it passed through the States of the 
Far and Middle West. The farmers’ 
demonstration, however, was expect- 
ed to be orderly and not more than 
350 to 500 men were to attend the 
conference, where a petition was to 
be drawn up for presentation to Con- 
gress. 
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The “hunger march” was somewhat 
different and in part, at least, had 
Communist inspiration. The marchers 
started toward the capital late in No- 
vember so as to be present in full 
force when Congress convened. Wash- 
ington police prepared to prevent vio- 
lence, but otherwise hoped to main- 
tain a hands-off policy. Charitable or- 
ganizations in the District of Colum- 
bia issued warnings that they could 
not and would not provide food and 
shelter for these demonstrators. 
Nevertheless, the units of the “army” 
began to converge on Washington and 
it was estimated that at the opening 
of Congress about 3,000 persons would 
be on hand to demand unemployment 
relief. 

Both the hunger march and the 
farmers’ conference were the result of 
the continued lag in economic im- 
provement. In these pages a month 
ago an attempt was made to survey 
the nation’s progress toward recovery, 
a survey which disclosed many con- 
tradictions. These have not disap- 
peared. The election of Governor 
Roosevelt to the Presidency and the 
overwhelming victory of the Demo- 
crats seemed to give business men 
new hope, partly because of the tre- 
mendous mandate given to the De- 
mocracy, which promised an end to 
the pulling and hauling between Ex- 
ecutive and Legislature which have 
been so constant for many years. Per- 
haps there was some psychological 
value in a change at Washington and 
certainly there was relief that the 
election was over. With business 
agreeing that a Democratic victory 
would not be harmful, the press con- 
tinued printing its optimistic accounts 
of a business upturn. But once again 
the proof of that upturn was hard to 
find. 

The weekly index of business activity 
compiled by The New York Times has 
shown little sign of any real progress. 
For the week ended Oct. 29 it stood at 
59.5 as compared with 55.4 for the 
previous week; a week later it 
dropped to 55.2, then to 55.1, but for 
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the week ended Nov. 19 it rose again 
to 55.8. During October automobile 
production fell to 48,934 cars, the low- 
est figure since records of output have 
been kept. Steel manufacture, car 
loadings and electric power output 
helped to keep the index of business 
activity down, although it should be 
pointed out that the index shows that 
business is at least holding its own 
and is slightly better than last Sum- 
mer, when the index at one time stood 
at 52.2. During October thirty-three 
of the first sixty-two railroads to re- 
port on their finances showed in- 
creased net operating income com- 
pared with the same month a year 
ago. This improvement is largely the 
result of drastic reductions in op- 
erating costs. 

As a whole the banking situation 
of the country seemed stronger in 
November, despite troubles in the 
Pittsburgh area and a crisis in Ne- 
vada, where a twelve-day bank holi- 
day was proclaimed on Nov. 1. The 
R. F. C. reported on Nov. 28 that dur- 
ing October it had authorized fewer 
bank loans than in any month since 
it was established. Moreover, many 
institutions have canceled advances 
which were approved but never drawn 
upon. Meanwhile, the nation’s gold 
stock continued to rise, while the 
amount of currency in circulation, 
though falling slightly, was still for 
the week ended Nov. 30 $130,000,000 
above the amount for the same week 
in 1931. Bank clearings for the week 
ended Nov. 9 were 37 per cent lower 
than at the same time in 1931. 

The same disheartening picture is 
apparent when other business indices 
are examined. Between Sept. 8 and 
the latter part of November The New 
York Times composite average of fifty 
stocks lost 4844 per cent of the gain 
made in the late Summer, while the 
average of forty bonds lost 4114 per 
cent. Commodity prices, which im- 
proved encouragingly in July and Au- 
gust, showed a loss of 1.1 per cent 
in the weeks between Sept. 6 and Nov. 
22. Wholesale prices, according to the 
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Department of Labor’s index, fell 
from 64.9 for the week ended Oct. 8 
to 63.9 for the week ended Nov. 5, on 
the basis of 100 for the year 1926. 
Prices for farm products have con- 
tinued to decline until the gross in- 
come from agricultural production for 
1932 is estimated by the Department 
of Agriculture to be only $5,240,000,- 
000—$1,715,000,000 less than in 1931 
and $6,710,000,000 below the total for 
1929. 


Employment, of course, reflects 
business conditions; improvement has 
been slight but without significance. 
During October industrial employ- 
ment showed an increase of 1.1 per 
cent over September and payrolls 
were 3.8 per cent higher. The most 
pronounced gains were in coal mining, 
and must be considered largely sea- 
sonal. Despite this improvement, Wil- 
liam Green, president of the American 
Federation of Labor, declared at the 
convention of that body at Cincinnati 
on Nov. 21 that 12,000,000 were un- 
employed—in part because of child 
labor. 


This convention of the A. F. of L. 
was notable in many ways and par- 
ticularly for its espousal of measures 
which have long been opposed by or- 
ganized labor. Not only did groups at 
the convention urge a fight for the 
five-day week and the six-hour day 
but the convention supported the ac- 
tion of its executive council in approv- 
ing the principle of compulsory un- 
employment insurance under State 
auspices, with the entire cost borne 
by industry. Speaking in favor of the 
shorter working day and working 
week in relation to unemployment, 
President Green declared: “We have 
got to bring about a condition where 
industrial management will be com- 
pelled to apply the shorter workday 
and workweek universally and simul- 
taneously in all industry. * * * We 
will not be denied the realization of 
this great reform. It will be given to 
us in response to reason or we will 
secure it through force of some 
kind.” The convention discussed the 
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matter of wages, and again its presi- 
dent addressed the delegates in mili- 
tant fashion, saying: “Since 1929 pur- 
chasing power has been reduced bil- 
lions of dollars. How is it possible in 
1932 to buy and consume the same 
amount as was bought and consumed 
in 1929 when buying power is $30,- 
000,000,000 less? Prosperity will never 
return to our fair nation until we put 
back in the hands of the people the 
power to buy goods.” 

The words of Mr. Green and the 
whole tone of the discussions in the 
A. F. of L. convention met with dis- 
approval among American conserva- 
tives, yet somehow a new labor aitti- 
tude is to be expected. Since business 
and political leaders have been unable 
to prevent unemployment or adequate- 
ly take care of men out of work, it is 
not to be wondered that organized la- 
bor, after three years of silence and 
inactivity, at last is showing some 
signs of taking care of its own. The 
only real surprise is that labor has 
waited so long and even now is pro- 
posing nothing which is not in line 
with American traditions. 

Meanwhile, unemployment remains 
and methods for combating it seem to 
be as ineffectual as ever. The “share- 
the-work” movement, which has been 
under way for several months, may 
have achieved some success, though 
it is difficult to determine how much. 
At a dinner at the Waldorf-Astoria in 
New York City, at which 700 business 
leaders discussed the “share-the-work” 
idea, it was stated that 3,500 compa- 
nies throughout the nation had put 
the plan into effect; no estimate was 
made of the number of men affected— 
certainly the results are not apparent 
on the surface. 

Private agencies are being asked, as 
they were last Winter, to carry a large 
part of the burden of unemployment 
relief. In New York City late in No- 
vember a drive to raise $15,000,000 
for relief work was opened with a 
speech by Newton D. Baker. In other 
cities of the nation great efforts are 
being expended to obtain enough 
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funds to provide for the millions of 
people whom lack of work has reduced 
to destitution. Food and clothing have 
been distributed among the needy by 
the Red Cross, as the result of Con- 
gressional authorization of the use for 
this purpose of 85,000,000 bushels of 
wheat and 500,000 bales of cotton held 
by the Farm Board. On Nov. 12 the 
Red Cross announced that with these 
supplies it had fed 20,000,000 persons 
and given clothing to about 15,000,000. 

In the midst of the more striking 
developments in the country some 
less conspicuous but no less important 
happenings deserve to be recorded. 
Of considerable significance in the 
history of American justice was the 
Supreme Court decision on Nov. 7 for 
a retrial of the seven Negroes con- 
demned to death in the so-called 
Scottsboro case. This case, which 
arose from the alleged attack of nine 
Negroes upon two white girls in Ala- 
bama, had been the cause for radical 
agitation throughout the United 
States and foreign countries. At the 
trial of the nine Negroes one was ac- 
quitted and eight were condemned to 
death, but the conviction of one was 
reversed on appeal. The basis of the 
Supreme Court’s decision was that the 
Negroes had been denied the right of 
counsel, guaranteed to them under the 
due process of law provision of the 
Constitution. 

Another court action of interest was 
the consent decree of the United States 
District Court at Wilmington, Del., on 
Nov. 21, which ordered the distribu- 
tion over certain specified periods of 
all stock in the Radio Corporation of 
America owned by the General Elec- 
tric Company and the Westinghouse 
Electric and Manufacturing Company. 
The decree also provided for altering 
the patent licensing arrangement be- 
tween these companies and for nu- 
merous corporate changes. The disso- 
lution of this “radio trust” was hailed 
by many people as the most important 
action under the anti-trust laws since 
the decree against the packers in 
1920; yet any one familiar with pre- 
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vious dissolutions will suspect that 
the distribution of the securities held 
by the members of the trust will not 
prevent the establishment of a “com- 
munity of interest.” 


The Committee on the Costs of Med- 
ical Care, which for five years, under 
the chairmanship of Ray Lyman Wil- 
bur, Secretary of the Interior, has 
been investigating American medical 
practice, issued its report on Nov. 30. 
Socialized medicine on the basis of 
group practice and group payment, 
with community medical centres, was 
the committee’s final recommendation, 
a conclusion from which thirteen of 
the forty-eight members of the com- 
mittee dissented. Immediately, con- 
servative journals and members of the 
medical profession attacked the report 
as pointing toward “State medicine,” 
a criticism which Dr. Wilbur met with 
the reply that the medical profession 
was tending toward some sort of com- 
munity organization whether it liked 
it or not. While this report may not 
achieve any immediate results the 
findings embodied in it provide a mine 
of information on American medical 
practice, and it is highly significant 
that a study of this sort reaches the 
conclusion that socialized medicine is 
the prospect for the future. 


THE BURDENS OF EMPIRE 


The issue of independence still dom- 
inates the news from the Philippines. 
On Nov. 6, sitting as an independence 
commission, the Filipino Legislature 
adopted a resolution calling for imme- 
diate independence. Senator Quezon, 
who presented the resolution, declared 
that he would be willing to wait ten 
years for independence if the United 
States would immediately make the 
islands ‘autonomous in name as well 
as in fact.” The resolution requested 
the shortest period possible for tran- 
sition from the present status to inde- 
pendence, a trade agreement between 
the United States and the islands, and 
greater autonomy at once. Neverthe- 
less, the issue of independence is badly 
confused, since the Filipino Legisla- 
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ture has urged immediate freedom, 
but has repudiated bills now before 
the American Congress, while the 
islanders have set up conditions which 
they know Congress will not grant. 
Although some American Senators ex- 
pect a vote on the question of indepen- 
dence during the present session of 
Congress, it is most probable that the 
independence bills will be lost in the 
crush of more pressing business. 

A protective tariff which Governor 
General Theodore Roosevelt urged ina 
message to the Philippine Legislature 
on Oct. 20 was enacted early in No- 
vember and signed by him on Nov. 15. 
The Legislature has also provided for 
reorganization of the government on 
the basis of his recommendations, a 
reform which it is estimated will 
lower the costs of government 30 per 
cent. 

In the other outlying possessions of 
the United States conditions are 
varied. Hawaii has been hard hit by 
the low price of sugar and the inabil- 
ity to market the pineapple crop to ad- 
vantage. The islands, moreover, are 
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worried lest Congress restrict the self- 
government which has existed since 
annexation to the United States. 

Puerto Rico, afflicted with hurri- 
canes, overpopulation and desperate 
poverty, is struggling with the need 
of reducing government expenses so 
as to prevent a budget deficit in the 
present fiscal year. What the economic 
and social future of the island may be 
is, of course, uncertain, but it is inter- 
esting to record that the recently 
elected Resident Commissioner in 
Washington, Santiago Iglesias, is an 
advocate of greater autonomy and 
legislation which will provide for im- 
proved housing, workmen’s compensa- 
tion, unemployment aid and factory 
inspection. Finally, the Legislature of 
the Virgin Islands has protested that 
a new organic act prepared at the in- 
stance of Governor Paul M. Pearson 
does not represent the will of the peo- 
ple. But the problems and needs of all 
these regions receive little attention 
from the American people, who are too 
closely concerned with affairs at home 
to consider the burdens of empire. 





Central American Treaties of Amity 
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PPOSITION to the renewal of the 
Central American treaties of 
peace and amity which were signed in 
Washington in 1923, and which the 
United States Government endorses 
in principle, was championed by Costa 
Rica during November. These trea- 
ties were to be automatically renewed 
for ten years on Dec. 31, unless they 
were denounced by at least three of 
the signatory powers. On Nov. 12 
President Ricardo Jiménez stated that 
Costa Rica would denounce the trea- 
ties. 
Costa Rica’s chief object in taking 


this action seems to be a desire to 
secure greater freedom with regard 
to recognition of governments in the 
other Central American countries. 
Under the Central American treaties 
governments coming into power in 
any of them as the result of revolu- 
tion or force may not be recognized 
by the governments of the other Cen- 
tral American States “so long as the 
freely elected representatives have 
not constitutionally reorganized the 
country.” Referring to the subject of 
recognition, President Jiménez stated 
that during his former administra- 
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tion, from 1924 to 1928, his govern- 
ment had not recognized the govern- 
ment of Adolfo Diaz in Nicaragua, 
having interpreted the treaties to pro- 
hibit such recognition, but that the 
United States, “looking at the case 
from a different point of view,” 
recognized Diaz. 

In furthering Costa Rica’s opposi- 
tion to a renewal of the treaties, For- 
eign Minister Leonidas Pacheco left 
San José de Costa Rica by airplane 
on Nov. 22 to visit the other signa- 
tory countries, with the exception of 
El Salvador, to promote a concerted 
movement to denounce the treaties. 
El Salvador was omitted from the 
itinerary on the ground that the gov- 
ernment of President Martinez has 
never been recognized because of pro- 
visions in the treaties of 1923. From 
Washington it was reported that the 
proposed tour of Foreign Minister 
Pacheco would be watched closely by 
the Department of State, but that no 
move had been made to counteract it. 
The official attitude of the Depart- 
ment of State has been that the trea- 
ties are chiefly the concern of the five 
Central American powers that are 
signatories to them. The admission 
has been made, however, that in spon- 
soring the treaties the United States 
has a deep interest in them and is 
morally committed to them. 


LIBERALS WIN IN NICARAGUA 


Final returns from the Presidential 
election held in Nicaragua on Nov. 6 
gave a total of 53,478 votes to the 
Conservative candidates, Adolfo Diaz 
and Emiliano Chamarro—both of 
whom are ex-Presidents—and a total 
of 76,030 votes, or a majority of 22,- 
552, to the Liberal candidates, Dr. 
Juan B. Sacasa and Dr. Rodolfo Es- 
pinosa. 

As the election was supervised by 
an election board presided over by 
Rear Admiral Clark H. Woodward, 
U.S. N., and as United States Marine 
detachments were on duty at the polls, 
the election of Dr. Sacasa constitutes 
& curious political anomaly. Dr. Sa- 


casa, who was prevented by the ma- 
rines from exercising his legal right 
of succession to the Presidency in 
1926, has now been elevated to the 
Presidency of his country by a sub- 
stantial majority in an election super- 
vised by the marines. 

In addition to winning the Presi- 
dency and Vice Presidency the Lib- 
erals elected six Senators and four- 
teen Deputies. As a result the next 
Nicaraguan Senate will consist of six- 
teen Liberals and eight Conservatives 
and the Chamber of Deputies will con- 
tain twenty-nine Liberals and four- 
teen Conservatives. 


RETRENCHMENT IN PANAMA 


By Nov. 15, or within six weeks 
after President Arias assumed office, 
governmental expenditures in Panama 
had been cut $150,000 a month and 
the current deficit had been reduced 
from $200,000 to $50,000. These 
retrenchments necessitated the dis- 
charge of hundreds of government 
employes and the abolition of numer- 
ous positions. 


REBELLION IN HONDURAS 


Dissatisfaction over the recent 
Presidential elections in Honduras re- 
sulted in armed rebellion in mid-No- 
vember. In the elections of Oct. 30 
General Tiburcio Carias Andino, the 
Nationalist-Conservative candidate, 
who was supported by the government 
of President Mejia Colindres, won 
against Angel Zuniga Huete, the Lib- 
eral nominee. Insurgent Liberals were 
reported on Nov. 14 to have captured 
Nacaome, only sixty miles southwest 
of Tegucigalpa and the key to the 
southern district of Honduras; at the 
same time they captured San Pedro, 
on the northern coast, where 300 men 
were officially reported to have been 
killed or wounded in twelve hours of 
heavy fighting between government 
and insurgent troops for possession 
of the city. 


A unified plan of action to cope 


with the emergency resulting from 
the rebellion was considered at a Cabi- 
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net meeting on Nov. 17, which was at- 
tended by President-elect Andino and 
former President Paz Barahona. Gov- 
ernment forces were reported on Nov. 
18 to have recaptured Nacaome with 
but slight resistance from its Liberal 
defenders. On the same day President 
Mejia Colindres called upon Congress 
to meet in extraordinary session on 
Dec. 15 to consider the political situa- 
tion arising from the rebellion. 


MARTIAL LAW LIFTED IN CUBA 


On Dec. 1 President Machado signed 
a decree restoring constitutional guar- 
antees throughout Cuba except in 
Havana Province. Thus, martial law, 
which has been in force since the re- 
bellion in 1930, except for two weeks 
preceding the last election, has final- 
ly been lifted from five of the six 
provinces. As to Havana, President 
Machado stated in the decree: “I hope 
that in the near future I shall be able 
also to re-establish guarantees in 
Havana. * * * Only the high respon- 
sibilities of maintenance of public or- 
der restrain me from doing so at pres- 
ent. As soon as I deem it safe the 
Constitution shall also become fully 
effective here.” 

This hopeful step follows directly 
upon the sweeping victory which the 
Administration party won at the polls 
on Nov. 1. While the three major 
parties—the Liberal, the Conserva- 
tive and the Popular—and the recent- 
ly organized Progressive party, put 
candidates in the field, the elections 
were merely contests between individ- 
uals, all of whom were frankly sup- 
porting the government, and no na- 
tional issues were at stake. Liberal 
Governors were elected in five out of 
the six provinces and Liberals won a 
majority of the seventy contested 
seats in Congress. The Cooperative 
Conservatives, who are in full accord 
with the administration, elected the 
Governor of the province of Pinar del 
Rio, where the Conservatives have al- 
ways had a majority. 

Southern Cuba was swept by one 
of the most disastrous hurricanes in 
its history on Nov. 10. The entire 
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province of Camaguey was laid waste; 
the town of Santa Cruz del Sur, on the 
southern coast of the province, was 
wiped out. More than 2,500 persons 
were killed and many more injured, 


CLIPPERTON ISLAND AWARD 


Despite the approval by the Foreign 
Relations Committee of the Mexican 
Senate of the King of Italy’s arbitral 
award of Clipperton Island to France, 
opposition has arisen in the Mexican 
Congress and action on the award has 
been indefinitely postponed. 

In 1858 the commander of a 
French frigate raised the French flag 
over the island in the name of Napo- 
leon III. That, according to Mexican 
arguments, was an isolated incident, 
not made known to the world, and did 
not invalidate Mexico’s claim to the 
island through its discovery by her 
Spanish conquerors. In 1897 a Mexican 
officer commanding the _ gunboat 
Democrata visited the island, evicted 
its only inhabitants, namely, one 
American, one Englishman and one 
German and hoisted the Mexican flag. 
The dispute as to ownership that was 
thus precipitated was referred in 1909, 
at the request of President Diaz, to 
the King of Italy. Under the terms of 
arbritration, neither party was to ap- 
peal from the arbiter’s award. 

Early in 1931 King Victor Emanuel 
awarded the island to France, and in 
December, 1931, the Mexican Govern- 
ment, after announcing that the case 
would not be dropped until it had 
been satisfactorily settled, appointed a 
commission to study the award. Con- 
siderable opposition developed on the 
ground that the award had been influ- 
enced by an Italian desire for Mediter- 
ranean naval concessions from France. 


The recommendation of the For- 
eign Relations Committee of the Mex- 
ican Senate on Nov. 9 indicated the 
end of Mexican opposition to the 
award, but on Nov. 14, the Senate in- 
definitely postponed action on the rec- 
ommendation. Considerable discussion 
arose as to the attitude that the 
United States would take toward the 
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acquisition by a European power of 
an island only 600 miles out in the 
Pacific Ocean. Though Mexico has 
formally refused to recognize the Mon- 
roe Doctrine, the United States has 
consistently interpreted it as not per- 
mitting, even voluntarily, the transfer 
of any American territory to a Euro- 
pean power. In cases of arrangements 
which threaten the security of the 
United States, it is now the policy of 
the United States to regard the Mon- 
roe Doctrine as operating “against the 
European country, not the American 
nation.” The Mexico City newspaper 
El Grafico said on Nov. 14 that the ac- 
tion of the Mexican Senate in post- 
poning action on the recommendation 
was based on a desire to avoid embar- 
rassing the incoming Roosevelt ad- 
ministration in Washington. 


On the ground that the arbitral 
award of the King of Italy cannot be 
accepted without an amendment to 
the Mexican Constitution, which pro- 
hibits the cession of national terri- 
tory to a foreign power, the Associa- 
tion of Genuine Soldiers of the Revo- 
lution late in November sent messages 
to all State Governors urging delay in 
the ratification of such an amend- 
ment, which would require the ap- 
proval of two-thirds of the States. The 
messages stated that since the King of 
Italy took more than twenty years to 
make the award it would not be un- 
reasonable for Mexico to delay her ac- 
ceptance for a similar period. 


MEXICO’S NATIONAL RESOURCES 


The intention of the Mexican Gov- 
ernment to insure as national reserves 
Mexico’s numerous mineral resources 
took practical form with the issue on 
Nov. 4 of a Presidential order. The 
order instructed the Ministry of In- 
dustry, Commerce and Labor to “pro- 
ceed as soon as possible to declare as 
national reserves all free lands that 
can be exploited for the following 
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substances: Gold, copper, antimony, 
mercury, aluminum, phosphates, ni- 
trates, coal, platinum, iron and bis- 
muths.” The order was popularly in- 
terpreted in Mexico City to mean that 
further grants of exploitation rights 
in Mexican territory that can be 
worked by Mexican interests are un- 
likely, but that existing grants held 
by foreigners will be respected. 

The enactment of legislation that 
will place the electric power industry 
under government control on the same 
basis as mining and petroleum pro- 
duction was requested by President 
Rodriguez in a special message to 
Congress on Nov. 19. In Mexico City 
the President’s message was interpre- 
ted as a move to supersede with na- 
tional control the legislative enact- 
ments of different States, notably 
those of Vera Cruz, which has shown 
a distinct prejudice against foreign- 
owned enterprises. 

Advance payment to the Mexican 
Government of $7,000,000, which is to 
stand as credit against taxes falling 
due over a period of forty months, 
was made early in November by three 
foreign oil companies operating in 
Mexico. The British-controlled Aguila 
and Huasteca companies advanced 
$3,000,000 each and the Pierce Oil 
Company, an American corporation, 
advanced $1,000,000. Finance Minister 
Pani announced that the loans will 
be used to strengthen the peso and 
aid agriculture and industry, rather 
than to balance the Mexican budget. 

The twenty-second anniversary of 
the great economic and social revolu- 
tion that was initiated by the 
martyred Francisco Madero was ob- 
served on Nov. 20. A great parade 
through the streets of Mexico City 
was reviewed by President Rodriguez, 
his Cabinet and the Diplomatic Corps. 
Nearly 30,000 athletes, representing 
twenty of the twenty-eight States of 
the Mexican nation, participated in 
the parade. 
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N contrast with the relative domes- 

tic tranquillity throughout the con- 
tinent, international relations among 
the South American States, as the 
end of 1932 approached, presented a 
gloomy prospect unmatched since De- 
cember, 1928, when the territorial dis- 
pute between Bolivia and Paraguay 
over the Chaco first entered upon its 
recent acute phase. For more than 
six months an unofficial war, waged 
on both sides with determination, 
bravery and even ferocity, has cost 
the two countries as great a price in 
lives and treasure as would have been 
the case had they declared war in 
the traditional manner. As this is 
written a stalemate seems to have 
been reached, not only in the military 
operations of the contending coun- 
tries, but in the unremitting efforts 
of neutral governments to compose 
the quarrel and find a solution to the 
territorial problem involved. 


The Paraguayan drive described 
here last month seemed likely to con- 
tinue its series of successes as No- 
vember opened. On Nov. 6 the Para- 
guayans captured Fort Platanillos, 
hailed as their greatest victory since 
the taking of Forts Boquer6én and Arce. 
Platanillos, situated about forty-three 
miles west of Boquerén and forty-four 
miles northwest of Arce, not only com- 
mands a north and south road, but 
one running east and west as well. It 
is the junction point for the northern 
approach to Fort Mufioz, the Bolivian 
concentration centre in the Pilcomayo 
sector, and was the most favorable 
Bolivian base for counter-attacks on 
Arce and Boquerén. Because of its 
fall, the Bolivians were forced to trans- 


port their troops and supplies along 
the Pilcomayo valley route through 
Linares and Magarifos, rather than 
by the higher and drier route 
through Cabezon and Platanillos, 
This, in the rainy season, undoubtedly 
added greatly to their difficulties. The 
following day the Paraguayans struck 
twenty-five miles further north and 
captured Fort Bolivar, commanding 
roads to Forts Toledo and Corrales, 
which were taken earlier in the cam- 
paign. On Nov. 9 they occupied Fort 
Loa, about sixty-nine miles north of 
Platanillos, and Fort Jayacuba, also 
in the northern sector. 


In the south, however, the Para- 
guayan advance made little progress 
during the month, in spite of almost 
continuous fighting and heavy casual- 
ties on both sides. The drive in this 
sector, based on Fort Nanawa, or Pres- 
idente Ayala, and having as its ulti- 
mate objective Fort Mujfioz, the Bo- 
livian headquarters, encountered stub- 
born resistance. Forts Samaklay, or 
Agua Rica—the only Paraguayan fort 
still held by the Bolivians—Saavedra 
and Marguia withstood repeated at- 
tacks, and were still holding out at 
the time of writing. Both sides seem 
to agree that the struggle for these 
three forts has been the greatest bat- 
tle of the war. Bolivian success in 
stopping the Paraguayan advance at 
this point is attributed in Buenos 
Aires dispatches to the use of long- 
range mortars bought from Belgium 
in 1928. These guns, brought from 
Valla Montes, 220 miles away, over al- 
most impassable roads, required eighty 
days to reach their destination. 

Meanwhile both countries increased 
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their forces. Paraguay called all men 
of military age who had been allowed 
to remain in Asuncion, as well as boy 
scouts between fourteen and seventeen 
years of age, who, according to re- 
ports, will be used for communication, 
ambulance and sanitation work and 
other auxiliary services at the front, 
relieving men for active fighting. Bo- 
livia is also reported to have called 
up further reserves, and to be pre- 
paring an army of 30,000 fresh men 
against the arrival of General Hans 
Kundt, the German officer who for- 
merly trained the Bolivian army and 
who was forced to leave Bolivia at the 
time of the overthrow of the Siles 
régime. General Kundt left New York 
on Nov. 17 for La Paz. 

Reports of heavy casualties among 
their opponents, and extensive cap- 
tures of arms and equipment come 
from both sides in the struggle, ac- 
companied by charges of atrocities. 
On Dec. 1 the Paraguayans protested 
to the League of Nations against the 
alleged bombing of a hospital at Isla 
Poi by three Bolivian planes. It was 
also charged that the Bolivians had 
bombed a hospital at Fort Boquer6n. 
Bolivian reports stated that the Para- 
guayans were sent into battle under 
the influence of liquor. Each side has 
denied the other’s reports of inflicting 
heavy losses. 

Meanwhile efforts by the neutral 
governments to bring about the cessa- 
tion of hostilities did not cease. It 
was reported on Nov. 3 that the Ar- 
gentine Foreign Minister, Dr. Saavedra 
Lamas, had sent a note to the commis- 
sion of neutrals meeting in Washing- 
ton in which Argentina took the posi- 
tion that the neutrals have no right 
to use force or compulsion against 
either Bolivia or Paraguay, and that 
the neutrals’ efforts should be limited 
to the use of good offices and moral 
influence. The text of the note was 
not published until Nov. 16, although 
it had been sent on Sept. 26. On Nov. 
17 Argentina published a proposed 
South American anti-war pact, intend- 
ed “not to revoke but to complement 
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the Briand-Kellogg pact” embracing 
provisions to outlaw war, to refuse to 
recognize territorial acquisitions made 
by force, to establish sanctions against 
an aggressor nation, including joint 
action to enforce all political, juridical 
and economic measures authorized by 
international law, but specifically 
pledging the signers not to use 
armed intervention or diplomatic pres- 
sure unless authorized by previous 
treaties to which the aggressor nation 
is a signatory. Machinery for concili- 
ation was also to be set up. 

Argentina’s efforts to play a lone 
hand was reported unofficially as due 
to a desire to regain South American 
leadership in international affairs, lost 
under former President Irigoyen be- 
cause of the latter’s indifference to 
such matters. The place on the Inter- 
American Conciliation Commission 
now held by Uruguay is understood.to 
have been offered to Argentina and re- 
fused by Dr. Irigoyen. In this con- 
nection it is worthy of note that Ar- 
gentina’s intention to rejoin the League 
of Nations, announced in September, 
was accompanied by a resolution 
adopted by the Argentine Chamber, 
which stated that Argentina regards 
the Monroe Doctrine, mentioned in Ar- 
ticle XXI of the pact, as “a unilateral 
political declaration which in its time 
performed a notable service to the 
cause of American emancipation, but 
that it does not constitute a regional 
agreement as stated in the aforemen- 
tioned article.” It will be recalled that 
Mexico entered the League with a sim- 
ilar reservation. 

The League of Nations renewed its 
efforts to aid in settling the Chaco 
problem when on Nov. 25 it cabled the 
two contenders and the Washington 
Commission of Neutrals urging that 
the proposed military commission to 
effect a truce in the Chaco be set up at 
once. This commission would be named 
by the commission of neutrals in 
Washington, in accordance with the 
commission’s proposals of Sept. 14, 
1932, which called for a demilitar- 
ized zone twenty kilometers wide be- 
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tween the combatants and immediate 
cessation of hostilities. Eamon de 
Valera, president of the Council of the 
League, in a statement given out at 
Geneva, called attention to the fact 
that one of the obstacles to peace in 
the Chaco was the willingness of for- 
eign manufacturers to sell arms to the 
combatants. President-elect Alessandri 
of Chile, in a statement on Nov. 12, re- 
ferred to the war in the Chaco as a 
“crime,” but suggested that American 
agencies were better equipped than 
those of Europe to deal with the prob- 
lem. 


On Nov. 28 Paraguay notified the 
League that it was disposed to stop 
the war “provided effective guaran- 
tees were established.” Bolivia on Dec. 
1 replied to the League cable that she 
was disposed to suspend hostilities at 
once,” but that ‘Bolivia is the country 
aggrieved and it is not the country on 
the defensive that should be asked to 
cease hostilities.” “Paraguay,” accord- 
ing to the reply, “begins by supposing 
that the disputed territory is its legiti- 
mate inheritance, and wishes to im- 
pose its abandonment, an unacceptable 
condition, in the negotiations with the 
neutrals.” This is but a reaffirmation 
of the positions taken by the two coun- 
tries in September-October with re- 
spect to the proposals by neutrals. 


THE LETICIA QUESTION 


The seizure by a group of Peruvians 
on Sept. 1 of the little town of Leticia, 
ceded to Colombia under the terms of 
the Salomon-Lozano treaty, brought 
those countries to the verge of war. 
Contact between the armed forces of 
the two nations, resulting perhaps in 
bloodshed as regrettable as that in the 
Chaco, seemed likely to occur at any 
moment, while diplomatic efforts to 
compose the matter appeared to be 
fruitless. Because of conflicting three- 
fold claims in the so-called ‘Oriente’ 
region, of which the Leticia question 
is only a phase, it seemed possible that 
Ecuador might also be involved be- 
cause of her territorial claims in the 
vicinity. Further complications were 
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threatened if Ecuador’s neutrality 
were violated in an attempt by Peru 
to take the most direct route for her 
troops to Leticia, namely, across Ec- 
uadorean territory. A report in La 
Razon of Buenos Aires, on Nov. 23, 
indicated that Brazil and Chile were 
negotiating a secret treaty jointly 
guaranteeing Ecuador’s neutrality, of- 
ficially declared by the latter a short 
time before. Brazil’s own neutrality, 
because of the close proximity of her 
territory to the focal point of the 
dispute, might likewise be threatened 
in case either Colombia or Peru should 
undertake extensive military opera- 
tions. 

An attack on Peru’s policy in the 
Leticia dispute by Dr. Max Winkler, 
president of the American Council of 
Foreign Bondholders, was issued on 
Nov. 14. “Peru is one of the arbiters 
between Bolivia and Paraguay and de- 
liberately embarks on a venture sim- 
ilar to theirs, but far more danger- 
ous,” according to Dr. Winkler’s re- 
port, which contrasts Colombia’s pol- 
icy in “courageously maintaining ser- 
vice on its foreign obligations through- 
out the crisis,’’ with Peru’s reported 
intention to spend $5,000,000 on am- 
munition, while holders of Peruvian 
bonds wait for resumption of interest 
payments. 

Dr. Pedro Irigoyen, Peruvian Am- 
bassador to Chile, in a statement on 
the same day, suggested revision of 
the Salomon-Lozano treaty of 1922, 
under which Leticia was delivered to 
Colombia, and declared that Colom- 
bia’s failure to deliver to Peru certain 
lands lying between the Putumayo 
and San Miguel Rivers is sufficient 
reason to declare the treaty null and 
void. This was denied by the Colom- 
bian Minister to Chile, Dr. Ricardo 
Sanchez Ramirez, who in a statement 
on Nov. 19 declared that Colombia 
had carried out all the provisions of 
the treaty, which was ratified by the 
two countries and registered with the 
League of Nations. 

On Nov. 26 it was reported that 
Peruvian regulars under General Or- 
donez had occupied Leticia. 
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LTHOUGH the British Parliament 
A considered a great deal of va- 
ried business during November, nearly 
all of it had to do with unemploy- 
ment, and the unemployment situa- 
tion itself was persistently discussed 
in relation to British conditions gen- 
erally. The existing Conservative 
majority in the National Government 
was determined to effect the greatest 
possible savings and _ successfully 
opposed the Labor thesis of “work or 
maintenance” without investigation of 
the resources of the beneficiary. A 
temporary bill to secure uniformity 
in the “means test’ was hurried 
through Parliament. It contained 
provisions to protect about 50 per 
cent of the beneficiary’s income from 
a disability war pension, workman’s 
compensation and savings. The year’s 
alterations in unemployment adminis- 
tration have already saved about 
£8,000,000 annually. 

The government was strengthened 
during the debates by an improve- 
ment, unusual for October, in the 
figures of unemployment. There were 
246,000 more employed than at the 
end of September. But the total num- 
ber of registered unemployed at the 
end of October was 2,747,006, or 20,914 
more than the figures for the same 
period in 1931. The end of the spin- 
ners’ and carders’ strike on Nov. 
5, aS the result of balloting among 
the workers, was largely responsible 
for the improvement, but the iron 
and steel industries as well as 
textile manufacturing absorbed more 
workers. Nevertheless, realists are 
now aware that widespread unemploy- 
ment is likely to be constant, in spite 
of what may happen to business con- 
ditions generally, 


Discussion of relief of unemploy- 
ment inevitably centred on the re- 
port of the Royal Commission on 
Unemployment which was published 
on Nov. 7. The government promised 
legislation embodying its recommen- 
dations in the light of Parliamentary 
criticism in the Spring. Apart from 
the Labor members’ minority report, 
which found the majority proposals 
“fundamentally unsound,” the com- 
mission made some far-reaching 
proposals. 

It is thought that the whole appa- 
ratus must be consolidated under one 
act and that administration must be 
handed over to an independent com- 
mission. In the light of a chronic 
average of 13 per cent unemploy- 
ment, it recommended that insurance, 
relief and poor-law aid be separated. 
Thus the insured worker would be 
entitled to unemployment payments 
from a solvent insurance fund for 
from 13 to 39 weeks in one year ac- 
cording to premiums paid and benefits 
drawn during the past five years. If 
his insurance benefit should run out, 
he and, it was suggested, all able- 
bodied but uninsured unemployed 
with some special occupational excep- 
tions should be eligible for relief dis- 
pensed by local public assistance com- 
mittees. The funds for this would 
come chiefly from the exchequer and 
would be dispensed in amounts lower 
than wages and determined in rela- 
tion to means. Uniformity would be 
secured by the direction of the cen- 
tral authority. The poor-law relief, 
largely financed locally, would be for 
the benefit of those not able-bodied or 
those whose unsatisfactory behavior 
made discipline necessary. 

Negligible changes in payments 
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and benefits were recommended. 
There should be annual revision of 
finances and amortization of the ex- 
isting insurance fund debt. It was 
calculated that with a register of 
3,000,000 unemployed the new scheme 
would cost the exchequer £81,670,000 
annually instead of the present £84,- 
600,000. The commission devoted a 
great deal of attention also to schemes 
for the training and occupation of 
the unemployed, 

The debates made it clear that the 
government had definitely abandoned 
public works as a cure, both because 
of general budgetary considerations 
and of the great cost under this 
method of keeping a single man at 
work. The Conservative thesis, with 
which Mr. MacDonald identified him- 
self, was that only improvement in 
the national economy could diminish 
unemployment. Inasmuch as_ the 
present domestic tariff and Ottawa 
imperial agreements represent a com- 
pleted commercial and _ industrial 
program, attention was naturally 
diverted to domestic agriculture, 
which was in a disastrous condition 
because of the decline in meat 
prices. Relations with the dominions 
and foreign countries regarding meat 
importations were already very deli- 
cate, but under pressure from its own 
back-benchers and rural members the 
government negotiated with the ex- 
porting countries for a series of 
voluntary reductions by approxi- 
mately 20 per cent for November and 
December at least. 


STERLING AND THE WAR DEBTS 


Although the international aspects 
of the present crisis in British debt 
payments to the United States (see 
pages 453-456 of this issue) were of 
the first importance, the domestic situ- 
ation which developed during Novem- 
ber had far-reaching effects. At the 
beginning of the month the pound 
stood at $3.30; it rose by 4 cents when 
the British Government, immediately 
after the Presidential election, asked 
for a postponement of the Dec. 15 
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payment and reconsideration of the 
settlement, and it fell steadily when 
it became apparent that Congress 
would insist on that payment. By 
Nov. 29 it had broken through its 
record low of Feb. 4, 1920, to touch 
$3.1444 and recover to $3.155g. Only 
a settlement of the financial relations 
of the United Kingdom and the 
United States seemed capable of ar- 
resting the decline. 

The British regarded the situation 
as a confidence crisis and were in- 
clined to emphasize the fact that, 
since half the world had its currencies 
linked to sterling, decline in their pur- 
chasing power must be reflected in a 
decline in gold commodity prices. The 
falling prices of cotton, wheat, silver 
and copper in the United States hore 
out this prediction. From the British 
domestic point of view the effects 
were at least as serious. The $95,- 
500,000 due on Dec. 15 could be paid 
in gold, but this would require one- 
seventh of a gold reserve which is al- 
ready too slender. The purchase of 
dollars would have the same effect of 
making the pound vulnerable to the 
attacks of speculators and thereby 
aggravating the situation. The real 
obstacle to security in making the 
payment now was, of course, the de- 
cline in international trade. As The 
Economist (London) pointed out, the 
United Kingdom is committed to pay- 
ing to the United States every year 
four times the amount of her exports 
to the United States. The British tax- 
payer saw the situation in the terms 
given him by the Chancellor of the 
Exchequer on Nov. 25. The payment 
would raise his income tax from 25 
per cent to 30 per cent. 

This delicate situation was handled 
with remarkable propriety by Parlia- 
ment and the nation, although the 
Rothermere and Beaverbrook press 
exploited it somewhat for domestic po- 
litical purposes. The government did 
not ask for cancellation and admitted 
that it could pay, but in its second 
note rehearsed the bad affects on the 
world as well as Great Britain which 
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it thought must accompany the 
transfer. 

Naturally there were domestic re- 
percussions. A supplementary budget 
had to be envisaged, and the con- 
tinued decline of the pound set up 
strains and counter-strains in the deli- 
cate economic structure which had 
been built up during the past year. 
Export trade was stimulated, for in- 
stance, while purchasing power dimin- 
ished at the season of greatest annual 
purchases. Surprisingly enough, al- 
though sterling declined by 3 per cent 
in three weeks before.Nov. 25, the 
wholesale price index rose only from 
62.5 to 63.1. The exchange equaliza- 
tion fund, of which so much had been 
expected, was too small to cope with 
international pressure in anticipation 
of further decline in the pound. In 
all, the effects of the crisis were be- 
yond the normal relation to the 
amounts involved, because of the deli- 
cacy of the British credit position, 
the size of the sterling area, the ac- 
companying collapse of gold commod- 


ity prices and the present strangula- 
tion of international trade. 


The trade figures for October were 
encouraging for, contrary to much of 
the rest of the world, British export 
trade was almost holding its own as 
compared with 1931 and imports con- 
tinued to be reduced. The figures, 
with those for 1931 in parentheses, 
were as follows: Exports £34,130,000 
(£38,109,000), imports £60,820,000 
(£80,685,000), adverse balance £26,- 
690,000 (£42,576,000). The adverse 
balance for the first 10 months was 
£236,769,000 (£323,221,000). The in- 
dex of industrial activity for the third 
quarter declined by only 2.2 per cent 
from 1931, 


THE ANGLO-IRISH DISPUTE 


Neither the Anglo-Irish struggle 
nor the domestic disagreements in the 
Irish Free State have changed in 
character, and President de Valera 
was able, with Labor support in the 
Dail, to defeat a motion of censure 
on his policies by 75 to 70 on Nov. 
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15. In connection with its efforts to 
protect the British farmer against 
further decline in farm prices the 
British Government raised the duty 
on Irish live cattle from 20 to 40 per 
cent and on poultry, pork and dairy 
products from 20 to 30 per cent. The 
Free State Government responded by 
increasing its export bounties, but 
these could not be large enough to 
save the Irish farmer from almost dis- 
astrous consequences. On the other 
hand, de Valera is now funding the 
disputed land annuities so as to use 
part of the proceeds for relief during 
the transition to economic self-suffi- 
ciency. 

In reply to a speech by de Valera 
in which he said that “what is in- 
volved is whether or not the Irish 
nation is going to be free,” and “so 
long as this government is concerned 
the land annuities will never be 
paid,” J. H. Thomas said that if the 
Irish Free State would admit its 
legal obligation in the matter of the 
annuities, the United Kingdom was 
not only still willing to arbitrate but, 
contrary to de Valera’s assertion, was 
ready immediately to open up to the 
Trish Free State the advantages of 
the Ottawa agreements as made with 
other dominions. 

Donald Buckley on Nov. 26 took the 
oath as Governor General in succes- 
sion to James McNeill. He is a 
modest, obscure, retired country shop- 
keeper who took part in the 1916 re- 
bellion and was a Sinn Feiner and 
member of the Irish Republican 
Army. He has been a _ personal 
friend of President de Valera. It was 
reported that he would not live in the 
Viceregal Lodge or go to London to 
kiss the King’s hands as becoming his 
viceroy, but would dispense with as 
much ceremony as possible in the 
interests of economy and of de 
Valera’s anxiety to minimize the im- 
portance of the office. 

The Prince of Wales went to 
Northern Ireland on Nov. 16 to open 
the Parliament Buildings at Belfast, 
which symbolize the determination of 
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Ulster to remain separate from the 
Irish Free State. Complaints were 
made by Ulster Nationalists and by 
the Republicans of the Free State 
that the Prince’s visit would serve to 
aggravate an unfortunate and un- 
natural division. Some sporadic dis- 
turbances did not interfere with the 
reception which the Ulster Loyalists 
gave the Prince. 


CANADIAN CONDITIONS 


Measured by the contrast between 
the decline of the Canadian dollar 
and the improvement in Canadian 
trade, November was a perplexing 
month. The Dominion Government 
made the experiment in October of 
licensing the export of only about 
$500,000 in gold to the United States 
in place of the $5,668,000 of October, 
1931, apparently relying on Canada’s 
capture of the North American export 
market in wheat and a continued favor- 
able trade balance. The dollar fell by 
a little over 1 cent to 90.68 cents. 
Then, early in November, Prime Min- 
ister Bennett embarked on what he 
described as “easing of money and 
credit” by borrowing $35,000,000 from 
the banks in two-year notes at 4 per 
cent and instructing the banks to 
deposit the notes against the issue 
of an equal amount of bank-notes. 
While this procedure was merely the 
Canadian equivalent of American and 
British “easy money” practice, it 
coincided in time with the decline of 
the pound sterling. Now that Anglo- 
Canadian trade is expanding and 
Canadian-American trade declining, 
movements of the pound affect the 
Canadian dollar in New York. It 
fell to 84 cents on Nov. 28 and rose to 
84.12 next day. Mr. Bennett an- 
nounced on Nov. 23 that the legal gold 
coverage had been and would be 
maintained, and the government de- 
feated several inflation proposals in 
the Dominion House of Commons. 
During November Canada exported 
$5,192,800 in gold to the United 
States. 

Meanwhile, Canada had enjoyed the 













































CURRENT HISTORY, JANUARY, 1933 


experience almost unique in the world 
of having her October exports exceed 
those of the previous year in spite of 
the decline in commodity prices. The 
trade figures and their direction, 
with the 1931 figures in parentheses, 
were as follows: Exports $56,626,000 
($55,538,000), to the United Kingdom 
$26,886,000 ($20,355,000), to the 
United States $13,383,000 ($20,056,- 
000), imports $37,095,000 ($45,933,- 
000), from the United Kingdom $8,- 
278,000 ($8,294,000), from the United 
States $20,626,000 ($26,566,000). 

The effects of the Ottawa agree- 
ments were apparent in accentuating 
the now established diversion of trade 
from the United States in favor 
of Great Britain. Agreement was 
reached to enable Canadian grain to 
enjoy British preference if consigned 
to the United Kingdom through the 
United States, but not if re-consigned 
in the United States. Because North 
American grain movements and stor- 
age form an intermittent process 
which normally completely breaks 
the link between producer and Euro- 
pean consignee several times, that 
decision meant a severe dislocation 
of the customary Canadian grain 
movements through American Atlan- 
tic ports during the Winter. Storage 
and transportation interests in the 
United States, already hard hit by 
the drying-up of domestic grain ex- 
ports, are seriously affected. Al- 
though the Canadian shipper be- 
tween early December and mid-April 
has to pay for the longer haul to St. 
John and Halifax, Canadian railways 
and ports profit. The Cunard Line 
transferred four passenger-freight 
vessels from New York to Canadian 
ports for the Winter to take advan- 
tage of the increased trade. 


Trade and industry seemed to be 
holding their late Summer gains 


against the usual seasonal decline. 
Wheat prices remained fairly steady 
in Canadian funds, but of course fell 
with the Canadian dollar in terms of 
gold. The paper manufacturers and 
bankers continued their efforts to 
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reach a pooling agreement on ton- 
nage, but no success was announced. 
Employment was better than in 1931, 
with probably 500,000 unemployed. 
The Dominion Government and the 
Provinces were cooperating in a mixed 
program of direct relief and public 
works. A selective process of as- 
sisted settlement has established sub- 
stantial numbers on farms. Work 
camps have been set up for the trans- 
Canada highway, for repair of the 
Quebec and Halifax citadels and for 
the building of airports. Municipali- 
ties and private organizations are as- 
sisting in the effort to furnish se- 
curity to all unemployed Canadians. 

The domestic Dominion loan floated 
on Nov. 1 met with a disappointing 
response because its terms for the 
long-term issue were a little too close 
to the open-money market. The short- 
term issue of $25,000,000 was taken 
up rapidly, but by Nov. 25 the twenty- 
year issue had barely passed the mini- 
mum of $55,000,000, whereas it had 
been hoped that it would attract $80,- 
000,000 in subscriptions. 


THE INDIAN PROBLEM 


What it was hoped would be the 
last preliminary conference before the 
new Constitution for India is drawn 
up met in London on Nov. 17. Lib- 
erals and friends of Indian nationalist 
aspirations were entitled to be doubt- 
ful of its labors. Its function was de- 
scribed as “consultative,” and it was 
not really representative. The num- 
ber of members, forty-three, was less 
than half what it had been at the two 
previous conferences. There were ten 
British Parliamentary representatives, 
eleven appointees for the Native 
States and twenty-two for British 
India. There were no representatives 
of the Indian National Congress and 
only one, rather remotely speaking, 
for the Sikhs, while the proportion of 
ten Moslems to eighteen Hindus was 
not only out of proportion to the Mos- 
lem population but seemed to confirm 
the suspicion that the British Con- 
Servatives have found the Moslems to 


be congenial and useful curbs on the 
Congress Hindus. The British Labor 
party representatives refused to serve 
in protest against the restricted 
agenda of the conference. Some of 
the other Parliamentary representa- 
tives were notable and experienced, 
but conservatism was not equally bal- 
anced by friendly liberal opinion such 
as that voiced by Lord Irwin and the 
Marquess of Lothian. 


Burma had no representative, be- 
cause it had been assumed that the 
Burmese would form a separate au- 
tonomous State. This assumption was 
surprisingly upset by the Burmese 
general election of Nov. 8, which re- 
sulted in a victory for the anti-separa- 
tionists. Up to the day of election 
the opposite result had been expected, 
but Indian money had been supplied 
generously to assist the anti-separa- 
tionists. The British Government did 
not indicate what its future Burmese 
policy would be, but it was believed 
that room must be found for Burma 
in the new Indian federation. The 
anti-separationists subsequently re- 
fused to form a government, and Dr. 
B. A. Maw, their leader, explained that 
they regarded the election as a ver- 
dict against separation on the basis 
of the Constitution offered by Great 
Britain to Burma. They would work 
for full responsible government for a 
separate Burma and enter the Indian 
federation only on terms permitting 
Burma to secede whenever she wished. 

Negotiations between Hindus and 
Moslems in India continued in the 
hope of reaching accord on the com- 
munal question. Alternating reports 
of success and failure during Novem- 
ber left the situation obscure except 
that the majority of the Moslems were 
supporting the British award. The 
London committee also wrestled with 
the problem in terms of the British 
Government’s own settlement, as 
amended after Gandhi’s fast on behalf 
of the Untouchables, and the Lothian 
franchise plan. The vexed matter of 
British financial safeguards also was 
discussed. 
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ees does M. Herriot triumph 
over one obstacle before others pre- 
sent themselves to impede his progress 
and tax his ingenuity and his indefa- 
tigable industry. Whether he will be 
able to handle the debt question to the 
satisfaction of his majority remains 
doubtful. That he has behind him for 
his general policy the good-will of his 
own party, however, cannot be doubt- 
ed after the success of the twenty- 
ninth annual convention of the 
Radical-Socialists, which took place at 
Toulouse from Nov. 3 to Nov. 6. This 
meeting had a double significance. 
For the first time in twenty years a 
convention coincided with the party’s 
control of the government. For M. 
Herriot, who was returning from his 
visit to Spain, it provided an oppor- 
tunity to come into close contact with 
his supporters and to test their 
loyalty. 

The circumstances were especially 
auspicious. Toulouse is probably the 
French city best suited for a meeting 
of the Radical-Socialist party. It has 
strong support from the citizens of 
that region who, for many years, have 
been trained in radical orthodoxy by 
an important paper, La Depéche, 
whose owner, Senator Maurice Sar- 
raut, brother of the Minister of Col- 
onies, is among the most prominent 
leaders of the party. About 2,000 
delegates were present; numerous 
members of Parliament, including 
most of the Cabinet Ministers, who are 
all regular party members, and many 
former Ministers like Caillaux and 
Steeg. 

The convention listened to reports 
on the great problems of the hour 
—economics, finance, foreign affairs, 
disarmament. Each report, presented 


by a specialist, was afterward dis- 
cussed in what were often very ani- 
mated and in some cases stormy 
debates, even if the general spirit was 
one of harmony. The most sensational 
incident occurred in the first session 
when two of the younger members of 
the party, who because of their 
extremist tendencies have been dubbed 
“the Young Turks,” attacked with 
great vigor some policies of the Pre- 
mier. M. Kayser stressed the necessity 
of a more aggressive policy in domes- 
tic politics, advocating closer ties 
with the Socialists, while M. Bergery 
drew up a sharp and bitter arraign- 
ment, that was violently resented by 
the majority, of the whole scheme of 
French foreign policies, which he 
accused of a lack of boldness and 
generosity. These attacks gave M. Her- 
riot an opportunity to defend his 
policy, which he did with a warmth 
and an eloquence that carried the 
assembly off its feet and routed the 
small group of “Young Turks.” Every 
intervention of the Premier—and he 
made several—became a_ personal 
triumph. 

When the convention adjourned, 
after presenting its program, which 
called for stringent financial reduc- 
tions, lower pensions for veterans, 
reduced salaries for State officials and 
a strict adherence to the policy of 
disarmament and peace presented at 
Geneva, the general impression was 
that never had the party been more 
united and better disciplined. This 
discipline and unity are the result of 
M. Herriot’s strong leadership of 
his followers. In the final banquet, 
when the Premier’s speech was once 
more acclaimed, René Renoult, the 
Minister of Justice, summed up the 
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result of the convention when he said: 
‘Tt has been a continuous ovation for 
M. Edouard Herriot. The party has 
united around its best representa- 
tive, the powerful animateur of 
democracy.” 

The problem raised by the extreme 
Left of what policy is to be observed 
toward the Socialists remains an 
open one. A large section is in favor 
of an alliance with all the Left 
elements, barring the Socialists, while 
the Bergery group is in favor of the 
old formula of the cartel. In this 
connection M. Léon Blum, the So- 
cialist leader, in an important speech 
at Narbonne on Nov. 10, stated 
bluntly that the support given the 
Ministry so far would cease the day 
M. Herriot might deceive the high 
expectations that he had raised for 
peace and justice. In that case, he 
added, the Socialist party would not 
fail to do its duty, which means that 
they would be willing to take charge 
of the government. Whether the offer 
would be made to them and whether 
a minority party of 130 members 
could rule in a Chamber of 614 is 
another question to which the answer 
does not seem very clear. 

On Nov. 15 the government pre- 
sented to the Chamber the projected 
budget for 1933 over which the Min- 
ister of Finances, Germain-Martin, 
had been working during the past 
months in an attempt to solve the 
well-nigh impossible problem of meet- 
ing a final deficit of about $320,000,- 
000 without new taxes and without 
asking too large sacrifices in salary 
from State officials. The project 
offers two interesting features: for 
the first time in twenty-eight years 
the total asked for is below that of 
the previous year; in the second 
place, there is a slight surplus of 
$880,000. 

To balance the budget after $160,- 
000,000 had been found to meet the 
original deficit of $480,000,000 the 
Ministers had to have recourse to the 
much-discussed cuts in salaries and 
pensions, to the raising of taxes on 
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certain items, such as apéritifs, an 
additional tariff on coffee, increase 
in the yield of the income tax by 
drastic elimination of fraud and new 
methods of declaration of income, 
and, finally, loans of more than 
$80,000,000. In reducing salaries the 
government showed that it had 
heeded the protests of the associa- 
tions of civil servants, for it exempted 
all salaries under $480, beginning at 
2 per cent in the lower brackets and 
never exceeding 10 per cent. To 
obtain the relatively gratifying result 
of a favorable balance certain large 
items of expenditure had to be taken 
out of the budget. This was the case 
for the war pensions, which were 
made a charge on a special fund 
known as the “Caisse des pensions,” 
which, theoretically at least, is a 
diminishing charge and will be spread 
over a long period of years. 


This budget will undoubtedly be 
submitted to the searching criticism 
of the Chamber, and a long debate may 
be anticipated, during which there 
may be many changes in the original 
project, if one may judge the action 
of the new Chamber by that of its 
predecessors. It is more than likely 
that the government may have to 
resort next January to the old system 
of monthly provisional budgets. 

The plan for great public works to 
relieve unemployment and combat 
the business depression which had 
been announced two years ago by 
M. Tardieu, launched by him and then 
taken up by the present government 
was described on Nov. 10 in an official 
statement. It calls for the expenditure 
of $280,073,300 in 1933 and 1934 in 
two equal instalments. The money 
will be spent for such purposes as 
extension of electrical equipment, 
school construction and road building. 
More than $120,000,000 will be used 
to carry on work already started on 
roads, ports and canals. It is planned 
to issue a public loan amounting to 
$140,000,000 for 1933. 

The decline of French revenue has 
continued at a steady rate. For the 
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month of October the fiscal receipts 
were 213% per cent below those of the 
same month in 1931. The budget 
deficit, which has been slowly increas- 
ing since the beginning of 1932, 
reached the high point in October of 
$30,000,000. This is the record figure 
attained since the stabilization of 
the franc. Hoarding seems to have no 
end in France. During the week ended 
Nov. 18 the Bank of France’s private 
current accounts rose $55,000,000 and 
reached a high peak of $860,000,000. 
The gold stock also increased to 
$3,267,000,000. 

At the very moment when the gov- 
ernment announced, as part of its 
fiscal rehabilitation program, a vig- 
orous campaign against tax evasion 
a new scandal, dealing this time with 
tax frauds in high social and political 
circles, broke out in Paris and was, 
as is customary, aired at the Palais 
Bourbon. On Oct. 25 agents of the 
Finance Ministry discovered that a 
Parisian branch of a Swiss bank with 
headquarters in Basle made a prac- 
tice of paying to its depositors their 
coupons and revenues on foreign 
investments without any deduction 
for taxation either in France or in 
Switzerland. 

The government lodged a charge 
against the bank, seized its papers, 
and found among these a list of 2,000 
customers who have benefited by this 
illegal method of evasion. M. Albertin, 
Socialist Deputy of Bouches-du- 
Rhone, who received this list from 
unknown sources, interpellated the 
government on the whole matter and 
in the course of the debate mentioned, 
at the request of the Chamber, some 
of the names appearing on the lists. 
Among these were three Senators, 
one high army official, one newspaper 
owner and one or two Bishops. The 
three Senators included a representa- 
tive of the same Department as the 
Deputy who made the interpellation, 
M. Abraham Schrameck, a former 
prefect and, for a brief period, Min- 
ister of the Interior, and two repre- 
sentatives of Belfort and of Alsace, 
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M. Viellard and M. Jourdain, the last 
a former Minister of Pensions. Among 
other well-known people were M. La- 
péne, one of the editors of Le Matin; 
two great industrialists, the brothers 
Peugeot, and the wife of the wealthy 
perfumer and newspaper owner, 
M. Coty. A Deputy of the Right 
excused the Bishops by stating that 
they were acting as trustees for q 
charity fund. Many resented the fact 
that the Socialist Deputy revealed 
only names of people belonging to 
hostile parties, and it was noticed that 
Populaire, the Socialist organ which 
was to publish the list, failed to 
do so. 

This scandal, following the one of 
the Aeropostale, was naturally rel- 
ished by the Socialists, who have often 
complained of tax evasions by the 
privileged classes. The government 
accepted the motion of the interpel- 
lating Deputy and promised to prose- 
cute with the utmost severity these 
frauds, which a recent law punishes 
with both fines and imprisonment. 
It was stated during the debate, on 
the authority of an official of the 
Ministry of Finances, that the State 
has lost through such schemes as 
much as $160,000,000 a year. In a 
statement published by the Swiss bank 
exonerating itself from all criminal 
intent this figure was declared to be 
much too high, and the losses of the 
State were said to be, in this case, 
negligible. 

The scandal of the Aeropostale 
Company, the French organization 
which conducts an air-mail service to 
South America, continued to fill 
political gossip during November and 
came up before Parliament, where 
the Socialists were anxious to exploit 
the facts of maladministration and 
corruption that had been revealed. 
After the arrest of the forger re- 
sponsible for the false documents, 
which accused two officials of plotting 
with foreign interests against the 
Aeropostale, the director of the com- 
pany, André Bouilloux-Lafont, who 
had at first been considered as only 
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a victim of the plotters, was arrested 
on Nov. 23. As he was the head of a 
company which received a large appro- 
priation from the State, and a close 
relative of a former Vice President of 
the Chamber of Deputies, the arrest 
created a sensation. The whole matter 
was aired before the Chamber on 
Nov. 24. Former Premier Paul Pain- 
levé, Minister of Aviation, who is 
given credit for having discovered the 
fraudulent character of the papers 
that were being quietly peddled 
around the Ministries with charges 
against the two victims of the plot, 
Chaumié and Weiller, made an impas- 
sioned defense of his subordinates, and 
told what he had done to clear up the 
atmosphere of scandal in the depart- 
ment of which he is the head. 


A statue to Georges Clemenceau 
which has been standing since last 
May in the Champs Elysées near the 
Petit Palais was officially dedicated 
on Nov. 24 in the presence of Presi- 
dent Lebrun, Premier Herriot, other 
members of the government and State 
and municipal officials. The ceremony 
had been postponed until the end of 
the period of mourning for President 
Doumer. Only Madame Albert Clem- 
enceau, widow of the war Premier’s 
brother, represented the family at the 
ceremonies. Clemenceau’s children, 
who have protested that both the 
monument and its position are un- 
worthy of him, refused to attend. 
War veterans bearing the flags of 
their regiments stood around the 
statue during addresses by M. Fon- 
tenay, President of the Municipal 
Council, and Georges Leygues, Min- 
ister of Marine and former member 
of the Clemenceau Cabinet. The bronze 
statue, the work of Francis Cogne, 
which was unveiled unofficially last 
May, represents the war Premier 
attired for a visit to the trenches. 


THE BELGIAN ELECTIONS 


The general elections in Belgium, 
made necessary by the dissolution of 
Parliament on Oct. 25, were held on 
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Nov. 27. The entire membership of the 
House was affected. In general, the 
voting was quiet, although rioting 
occurred between Catholics and Social- 
ists in Antwerp and there were a few 
clashes of a less serious nature at 
Eupen and other points. 

The results as a whole confirmed 
those of the October municipal elec- 
tions. There was a slight falling off of 
Liberal support and the party lost 
four seats; the Socialists and the 
Catholics appeared to be the winners. 
The Socialists undoubtedly won many 
votes because of their anti-war plat- 
form. The Frontist party, which rep- 
resents the extreme Flemish element 
that advocates the separation of 
Flanders and Walloonia, lost three 
seats to the Catholics. The Com- 
munists, benefiting like the Socialists 
from the economic situation which 
has increased the cost of living, 
gained three seats. Nevertheless, the 
balance of power in the Belgium Par- 
liament remains unchanged. 

The election leaves the strength of 
the Catholic-Liberal coalition, which 
has been ruling Belgium, undisturbed 
in the Chamber of Deputies. It still 
has 103 votes against 84 for the 
Opposition. The Liberals, however, 
are divided on the question of remain- 
ing in the coalition, and the resigna- 
tion of the Broqueville Cabinet is 
predicted. M. Hymans, Minister of 
Foreign Affairs, whose fate was un- 
certain at first, was re-elected and he 
was able to go to Geneva to resume 
the presidency of the committee of 
nineteen which deals with the dispute 
over Manchuria. 

As Belgium has been seriously 
affected by the American tariffs, the 
Ottawa agreements and the French 
quotas in her export of manufactured 
and luxury articles, a department has 
been created in the Foreign Office in 
Brussels to deal with the subject of 
bartering goods and bringing about 
the recovery of payments by balancing 
one account against another in non- 
paying countries. 
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HE sixteen-day Cabinet crisis in 
Germany came to an end on Dec. 

2, when President von Hindenburg ap- 
pointed Lieut. Gen. Kurt von Schleich- 
er as Chancellor to succeed Lieut. Col. 
Franz von Papen. The powers entrust- 
ed to von Schleicher are much wider 
than those of his predecessor, since he 
retains the Defense Portfolio, which 
he held under von Papen, and in ad- 
dition is to take over the post of Reich 
Commissioner, amounting almost to 
dictatorship, of Prussia. While the 
change appears at the outset to be 
only a reconstitution of the last Cabi- 
net without von Papen, it is significant 
for its greater centralization of au- 
thority in the hands of the Chancellor. 
For ten days following the inde- 
cisive Reichstag election of Nov. 6, 
Chancellor von Papen conferred with 
the heads of the various political 
parties, in accordance with President 
von Hindenburg’s wish, in the hope 
of finding support for his policy 
of a “Cabinet of national concentra- 
tion’ and for a program of economic 
and constitutional reform. If von 
Papen failed, the President was threat- 
ened by either a union of the Reichs- 
tag parties to oust the Cabinet, or—to 
avert this—another dissolution of the 
Reichstag at its meeting on Dec. 6, or 
even before it convened. This latter 
solution would naturally be opposed 
by all the liberal elements, in fact by 
nearly all parties, as being a perpetu- 
ation of the virtual dictatorial power 
which President von Hindenburg has 
been forced to use under cover of the 
famous emergency Article 48 of the 
Weimar Constitution. (For another 
view of German conditions, see Baron 
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von Kuehlmann’s article on page 393 
of this issue. ) 

But von Papen soon found that he 
had a hopeless task in trying to rally 
the parliamentary leaders to some 
kind of toleration and support. His 
offer of “open arms” was no more 
alluring than would be the proffered 
embrace of a bear or a boa-constrictor, 
The leaders of the Centrist and 
Bavarian People’s parties, with whom 
he talked first, would not hear of sup- 
porting a Cabinet headed by von 
Papen. Apart from his program and 
his extensive use of Article 48, von 
Papen is regarded with great personal 
hostility because of his part in over- 
throwing Bruening. Moreover, he is 
accused of a breach of good faith, 
since his Cabinet was formed last 
June without the consultation with 
the Centre party which he is said to 
have promised. This personal bitter- 
ness has been increased by the fact 
that von Papen, since his exclusion 
from the Centrist party, has been 
allying himself with the Protestant 
aristocrats of Prussia in an attempt 
to maintain the so-called ‘Presidential 
Cabinet.” 

The leaders of the Social Demo- 
cratic party, the second largest group 
in the Reichstag, absolutely rejected 
von Papen’s invitation to a confer- 
ence, declaring that “the Chancellor’s 
behavior throughout makes him im- 
possible to deal with.” They resent 
his economic measures, which have re- 
duced workingmen’s unemployment 
relief funds and have tended to cut 
wages, as well as his appointment of 
commissioners to rule Prussia in place 
of the former Prussian State officials. 
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The National Socialist organs, as 
usual, demanded that now at last the 
Chancellorship should be handed over 
to their idol, Adolf Hitler, as the 
leader of the largest party in the 
Reichstag, even though the November 
elections resulted in a drop in the 
Nazi representation from 230 seats to 
195, corresponding to a falling off in 
the Hitlerite popular vote of about 
2,000,000. 

In view of the attitude of the three 
most important Reichstag groups, von 
Papen decided on Nov. 17 to resign 
his office, thus eliminating his own 
person, to which there was so much 
objection. The rest of the Cabinet 
resigned with him. President von 
Hindenburg accepted the resignations, 
but asked the Ministers to continue 
their functions until a new Cabinet 
could be formed. 

President von Hindenburg then 
opened conversations with the Reichs- 
tag party leaders to see what possi- 
bility there was of forming some 
kind of a coalition Cabinet which 


would have the support of a working 
majority and make possible a return 
to regular parliamentary government, 
in place of the von Papen “Presiden- 
tial Cabinet,” functioning by emer- 
gency decrees in defiance of the 


legislature. After consulting Dr. 
Hugenberg (Nationalist), Dr. Ludwig 
Kaas (Centrist), and Dr. Dingeldey 
(People’s party), President von 
Hindenburg sent for Adolf Hitler. 
Their meeting was far different from 
that on Aug. 13, when Hitler’s de- 
mand for the Chancellorship—all or 
nothing—had been quickly and coolly 
rejected. On Nov. 19 the two men 
were closeted for more than an hour. 
Hitler was invited to consult the 
leaders of the other parties to see 
what he could do toward forming a 
parliamentary Cabinet on a basis of 
national concentration such as Presi- 
dent von Hindenburg wanted to bring 
about. Hitler accepted the commis- 
sion, but quickly found that the 
intensity of party feeling and the 
personal distrust and opposition felt 
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toward him by many of the other 
political leaders made it difficult for 
him to bring together a coalition 
government which could command the 
support of a majority of the Reichs- 
tag. 

Hitler therefore reported his dif- 
ficulties to President von Hindenburg 
and urged that he be made Chancellor 
of a Presidential Cabinet that might 
govern in defiance of the Reichstag 
through the aid of Article 48. The 
President then laid down, it is re- 
ported, certain conditions to which 
Hitler must agree if he should become 
Chancellor and form a cabinet: (1) 
No change in the conduct of the 
Reichswehr Ministry, in order not to 
impair the continuity of the national 
defense policy; (2) no change in the 
conduct of the Foreign Office, so as 
not to disturb pending international 
negotiations; (3) continuation of the 
program of economic revival begun by 
the von Papen Cabinet, and therefore 
no abrogation of the emergency de- 
crees on economic and social service 
matters; (4) avoidance of currency 
experiments that might strain the 
Reich’s economic system; (5) no 
change in the administration of 
Prussia by federal commissioners; 
(6) legislation by the Reichstag ma- 
jority in a normal constitutional way 
and no longer by emergency decree 
under Article 48; (7) no restriction 
of the President’s powers, especially 
no legislative attempt to limit his 
emergency powers under Article 48. 

Again Hitler consulted the parlia- 
mentary leaders aud the members of 
his own party. Apparently there was 
some difference of opinion within his 
own ranks whether it would be wise 
for him to accept the conditions and 
take office and power for the sake of 
the prestige and influence it might be 
able to bring ultimately to the Na- 
tional Socialist cause. Men like Dr. 
Schacht, the former President of the 
Reichsbank, though not a member of 
the Nazi Party, are believed to have 
urged this course. 

After three days of hesitation and 
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consultation, Hitler informed Presi- 
dent von Hindenburg that he could 
not form a Cabinet under the condi- 
tions laid down. From his head- 
quarters at the Hotel Kaiserhof he 
issued a communiqué that “a parlia- 
mentary solution of the government 
crisis is inherently incapable of ex- 
ecution in view of the reservations 
made by President von Hindenburg.” 
He added: “In view of the Father- 
land’s desolate situation, the ever- 
rising tide of distress and the duty of 
every German to do his utmost lest 
the people of the Reich sink into 
chaos, Herr Hitler has submitted to 
the President a clearly framed pro- 
posal by means of which the crisis 
can be solved in the shortest time.” 


Precisely what the Hitler proposal 
was is not clear, but at any rate it 
was at once rejected by the President. 
He thanked the Nazi leader for his ef- 
forts, but declared that “he could not 
justify himself to the German people 
if he gave his Presidential authority 
to the leader of a party that has ever 
and again emphasized its exclusive- 
ness and that has generally taken an 
attitude of opposition to him person- 
ally as well as to the political and eco- 
nomic measures deemed needful by 
him. In these circumstances the 
President must apprehend that a Pres- 
idential Cabinet headed by you would 
perforce develop into a party dicta- 
torship with consequent extreme in- 
tensification of the divisions within 
the German nation. The President 
could not square bringing about such 
consequences with his oath and his 
conscience.” 

Thus President von Hindenburg— 
and indirectly von Papen—scored a 
tactical victory over Hitler. The Nazi 
leader had been offered the oppor- 
tunity to see what he could do to bring 
the crisis to an end by a return to nor- 
mal parliamentary government, and 
had failed to find the necessary sup- 
port. Thereupon his “proposal,” pre- 
sumably for a Cabinet with virtually 
dictatorial power for himself, had been 
rejected. 
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President von Hindenburg’s next 
step was to ask General von Schleicher 
to confer with party leaders in the 
hope of finding some combination to 
support a national concentration ad- 
ministration. Meanwhile, the von 
Papen Cabinet, as an interim body, 
continued to govern the country. 


AUSTRIA’S PLIGHT 


Austrian trade has continued to de- 
cline at an alarming rate. Returns 
for September showed the lowest fig- 
ures on record. Imports totaled 68,- 
000,000 schillings ($9,400,000), 41 per 
cent below even the small figures of 
1931, while exports were valucd at 
57,000,000 (less than $8,000,000), 
46 per cent lower than in 1931. Dur- 
ing the first nine months of 1932, the 
decrease from 1931 amounted to 34 
per cent in imports, and 43 per cent 
in exports. By November the number 
of unemployed in Austria had risen 
to 410,000, which is 100,000 more than 
at the same time in 1931. When it 
was announced that recruiting for the 
Austrian army would reopen on Nov. 
16, many thousands assembled at the 
recruiting depots before daylight, al- 
though the army pay was recently 
decreased. The advent of Winter and 
unemployment, rather than the mar- 
tial spirit, was the cause of the rush. 
As in Germany, recruits are required 
to sign for twelve years’ service. 

Austria finally reached an agree- 
ment at the end of November with 
the foreign creditors of the Credit- 
anstalt. Seven yearly payments of 
nearly $3,000,000 were substituted for 
Austria’s former nearly bottomless 
liability for the debts of the institu- 
tion. Some other banks are beginning 
to show signs of weakness, and it 
seems probable that complaints of pre- 
ferred treatment given to the Credit- 
anstalt may be answered by a fusion 
of some of these banks with the old 
Rothschild institution. 

A recent decree ordered that all 
purchases of foreign currencies in 
Austria must be effected by private 
clearing through the Vienna Giro-und- 
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Kassenverein. This means that for- 
eign money for payments of goods and 
debts abroad, as well as for traveling 
and other private purposes, can be 
obtained only in the private market 
at a premium of about 22 per cent 
above par. This does not include, 
however, public loans falling under 
the transfer moratorium, for which in- 
terest and sinking fund are to be paid 
at the official rate of exchange. 


SWISS RIOTS 


Twelve persons—eleven civilians 
and one soldier—were killed and for- 
ty-five wounded at Geneva on Nov. 9 
as a result of a clash between Social- 
ists and troops. Socialist demonstra- 
tors sought to break up an anti- 
Socialist meeting at Community Hall 
in the southern part of the city. In 
anticipation of trouble, 600 soldiers 
had been brought to Geneva from 
Lausanne. Trouble began when So- 
cialist sympathizers hissed the sol- 
diers for brandishing arms in the 
streets of the “disarmament city,” and 
tried to snatch the rifles from the 
militiamen. The troops suddenly 
opened with machine guns on the 
crowd, which at first thought only 
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blank cartridges were being used, but 
which soon scattered as men began to 
fall. The youthfulness and inexperi- 
ence of the young recruits called in 
from Lausanne were probably partly 
to blame for the tragic occurrence— 
the first bloodshed of the kind for 
many years in this city which has 
been a refuge for political exiles. 

In order to preserve order during 
the funerals of the unfortunate vic- 
tims, when a twenty-four-hour sym- 
pathetic strike was called by the 
trade unions of Geneva, the State 
Council mobilized 3,000 of its best 
militia to replace the troops which did 
the firing and which were sent back 
to Lausanne. As a result the strike 
and the funerals took place without 
any further untoward incidents, and 
Geneva settled down again to its usual 
good order. 

Germany and Switzerland signed a 
most-favored-nation commercial treaty 
which became provisionally effective 
in mid-November. Germany granted 
lower conventional import duties on 
chocolate, laces, wearing apparel, 
stoves and watches, in exchange for 
increases in the Swiss import quotas 
for certain German goods. 
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OLLOWING close upon Italy’s cele- 

bration of the first ten years 
of Fascist rule came the fourteenth 
anniversary of Italy’s armistice day. 
Among the ceremonies was the dedi- 
cation of the Mussolini Forum at 
Rome and the school of physical 
culture adjoining it. The elliptical 
bowl and the seventy large nude stat- 
ues of young men which decorate 
the rim are of Carrara marble. At the 
entrance is the magnificent Mussolini 


column, a solid shaft of white Carrara 
rising to a height of 125 feet, with only 
the name of Mussolini in high relief on 
the base. The entire group is a re- 
markable tribute to the man who has 
done so much to create the new Italy 
and who has made himself its undis- 
puted ruler. More particularly, it sym- 
bolizes the new drift toward athletics 
and out-of-door life among the young 
Fascisti. 


What stands out conspicuously in 
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the recent celebrations is the extraor- 
dinary popularity of the Duce and the 
national acceptance of the Fascist ré- 
gime. Backed by a highly disciplined 
and the most united party in the 
world, he wields a power so absolute 
that it is paralleled only by Stalin’s 
in Russia. On the other hand, the 
party is closely integrated with the 
nation, is constantly bringing in new 
elements and expanding to such a de- 
gree that it is only fair to say that 
Mussolini wields his power under a 
popular mandate. In the meantime he 
claims that he is developing a system 
of democracy that will mark a real 
advance over the aimless drifting 
which has characterized it in many 
countries by injecting into the na- 
tional life institutions for systematic 
planning without the class hatred and 
antagonism of the Communist régime 
in Russia. 

Conscious of the increased security 
of Fascist rule, the Duce has spon- 
sored a broad amnesty decree, which 
was approved by the Cabinet, signed 
by the King at his country home at 
San Rossore and proclaimed on Nov. 
6. In a lengthy introduction Mussolini 
points out that the clemency shown 
by fascism toward its enemies was ex- 
tended also to persons under general] 
prison sentence. Five-year sentences 
for civil crimes were wiped out entire- 
ly; sentences of from five to ten years 
were shortened by three years, and 
all sentences for more than ten years 
had five years remitted if seven years 
had already been served. Anti- 
Fascisti, although not mentioned in 
the decree, were included in a com- 
muniqué of the Fascist Grand Coun- 
cil. The official estimates put the num- 
ber of prisoners affected at between 
15,000 and 20,000. 

A supplementary decree issued by 
Mussolini on Nov. 16 pardoned lead- 
ing political prisoners and persons in 
exile for political reasons. Among 
those affected were Professor Sal- 
vemini, now visiting lecturer in his- 
tory at Yale University and formerly 
Professor of Modern History at the 
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University of Florence; Vincenzo Va- 
circa, former editor of Jl Nuevo Mon- 
do, twice a Deputy to the Italian Par. 
liament and at one time a reporter 
on Mussolini’s paper Avanti; Massimo 
Rocca and Cesare Rossi, both among 
the founders of the Fascist party. 
The latter was at one time the head 
of the Fascist press organization, but 
fled from Italy after the Matteoti 
murder. On his return he was seized 
and sentenced to thirty years’ impris- 
onment. Others mentioned in the 
dispatches are Benedetto Fascesclo, 
Mussolini’s former secretary; Fran- 
cesco Cicotte Scozzese, Alceste de 
Ambris and Giuseppe Donate. The 
Italian labor daily, La Stampa Libera, 
and the anti-Fascist committee in the 
United States have announced plans 
for a nation-wide campaign to draw 
attention to what the anti-Fascists 
regard as a mere bluff, “a fake am- 
nesty.” But whatever may be the true 
interpretation of Mussolini’s policy 
and actions in the matter of amnesty, 
it is evident that the nation is re- 
sponding more and more to his lead- 
ership. 

After the enthusiasm and the ex- 
citement of the anniversaries, Italians 
have again settled down to the grim 
task of combating the economic de- 
pression which holds their nation in 
its grip. Italian economic and social 
life, however, is relatively less dis- 
located than is that of many other 
countries, and it shows many peo- 
ple believe, clear signs of improve- 
ment. Savings bank deposits have 
steadily increased, money has been 
easy and interest rates are low. Gold 
reserves and foreign currencies have 
risen till the former alone amount to 
42 per cent of the money in circula- 
tion. Four years ago the government 
inaugurated a movement to stimulate 
saving. Special legislation in favor of 
savings banks and the safeguarding 
of their deposits was enacted. The re- 
sults, as revealed in a review of the 
situation on the anniversary of 
“Thrift Day,” are surprisingly grati- 
fying. From a 1928 total of 14,968,- 
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000,000 lire (at par the lira is worth 
5.2632 cents) in the ordinary savings 
and in postal savings branches, de- 
posits rose to 30,827,000,000 lire, a 
gain of over 15,000,000,000 lire, by 
the end of August, 1932. Making lib- 
eral allowance for the fact that some 
of the increase was due to the with- 
drawals of a little over 5,000,000,000 
from the joint stock banks, the show- 
ing is remarkable. 

Both wholesale and retail prices de- 
clined during November. During the 
first week the index number stood at 
79, a decline of 7 points from 86 in 
January, 1932, and an average of 92 
in 1931 and 134 in 1928. The trade 
balance continues favorable. For the 
first months of 1932 the trade deficit 
was 1,319,000,000 lire, as against 1,- 
580,000,000 lire for the same period in 
1931 and 3,651,000,000 lire in 1930. 
The gain, unfortunately, consists of 
drastic cuts in imports rather than in 
an increase in exports. As in most 
countries, the total movement of trade 
is downward. Exports of silk, rayon 
and automobiles all showed heavy de- 
clines during November. 

The result of the elections in the 
United States was regarded as a 
hopeful sign for improved trade rela- 
tions. Lower tariff rates are expected, 
with brighter prospects for an Ameri- 
can market for Italian wines. On the 
war debts Mussolini has repeatedly 
urged an adjustment and endorses 
fully the stand taken by France and 
Great Britain. Toward Premier Her- 
riot’s Toulouse address, in which he 
made a strong bid for Italian friend- 
ship, Italy has remained cold and even 
suspicious. In accord with Great Brit- 
ain, Italy endorsed the German de- 
mand for legal equality in the matter 
of armaments and looks forward to 
a resumption of the discussions of 
the subject at the disarmament con- 
ference at Geneva. Dino Grandi, Mus- 
solini’s popular Minister of Foreign 
Affairs, has taken up his residence in 
London as Ambassador to Great Brit- 
ain, At the same time, he has been 
made a member of the Grand Council 
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of the Fascist party, along with 
Giuseppe Bottai and Alfred Rocco, re- 
cently appointed rector of the Univer- 
sity of Rome. 


CATALAN ELECTIONS 


The Catalan autonomy question 
reached its second stage on Nov. 20 
with the elections for the Generali- 
dad, the first since 1705. Much more 
was involved than the success or de- 
feat of the two opposing groups, the 
Esquerra party of Colonel Francisco 
Macia, the Provisional President of 
Catalonia and a strong supporter of 
autonomy and the Azafha government 
of Madrid, and the Conservative party 
led by Senor Cambo, a wealthy finan- 
cier and landowner. Cambo had the 
support of the Regional League and 
of the church, which saw in his suc- 
cess the possibility of a modification 
of the Socialist régime, both in Barce- 
lona and Madrid. The ultra-radicals— 
anarchists and syndicalists—favored 
the reactionary party of Senor Cambo 
on the theory that a victory by that 
group would consolidate the parties 
of the Left and ultimately drive the 
national government into a more radi- 
cal program. The wider implications 
of the elections were discussed in El 
Debate: “Failure in the Catalan Par- 
liament would not only mean the 
bankruptcy of Macia’s Esquerra party 
and the destruction of Catalan au- 
tonomy * * * but indirectly also the 
failure of the Azana régime at 
Madrid.” 

Feeling during the elections ran 
high; the Communists in particular 
threatened to use intimidation and 
gunman tactics. The authorities 
promptly met the threat by enrolling 
extra police and patrolling the city 
with armored cars and machine guns. 
The result was an orderly election, in 
which Colonel Macia scored a brilliant 
triumph, his party scoring sixty- 
eight out of the eighty-seven seats of 
the Generalidad. 

The victory of the Esquerra party 
insured the completion of the autono- 
my program along the lines mapped 
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out by Azafia’s government in the 
Catalan statute. The mixed commis- 
sion consisting of six representatives 
each of the State and the Catalan 
Government can now proceed to work 
out details of the difficult adjustment 
with better assurance of success. 

During November the long-standing 
conflict between the Socialists and 
Spain’s national constabulary, the 
Guardia Civil, reached a crisis. An 
élite body, numbering about 28,000, 
of whom 5,000 are mounted, it has 
for many years been a picturesque 
and effective factor in the enforce- 
ment of law. When the present re- 
public was proclaimed, the guards, 
commanded by the royalist General, 
Sanjurjo, adopted a negative attitude 
and refused to support the King, de- 
voting themselves to the task of keep- 
ing the disturbances within bounds. 
They thus became a subject of con- 
troversy and attack. Yet the belief 
is quite general that even now the 
republic could not survive without 
the Guardia Civil. Unfortunately, 
strong royalist sympathies manifested 
themselves among the members of the 
guard at the time of the abortive 
August uprising. Investigation by the 
government followed and thousands 
were dismissed. 

Extremists and Socialists look upon 
the guard as a bourgeois-capitalist 
institution, and the party congress re- 
cently voted for its dissolution. Other 
parties, however, are so convinced of 
its value and importance to the State 
that they threaten to precipitate a 
Ministerial crisis if the Socialists 
push their resolution in the Cortes. 
The Azaiia régime, which approaches 
very close to a dictatorship of the 
moderate Socialists, would have great 
difficulty in maintaining itself with- 
out the strong arm of the Guardia 
Civil, for which there would be no 
substitute. 

Through its vigorous repression of 
the Opposition the government has 
incurred the hostility of many. More 
than 100 newspapers have been sus- 
pended, among them some of the most 
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important, like La Nacion (Mon- 
archist) and A. B. C. (Catholic). La 
Nacion was freed recently, but A. B. 
C. is still silent. Informaciones on 
Oct. 21 sarcastically remarked that it 
would be a misfortune if A. B. C. were 
prevented from joining in the general 
welcome to M. Herriot, the French 
Premier, to a country where “justice 
and liberty rule.” 

The object of M. Herriot’s visit to 
Spain has remained shrouded in mys- 
tery. Despite repeated denials from 
Paris, rumors of an entente between 
the two republics persist. London has 
reported an accord somewhat similar 
to the Anglo-French entente of 1904, 
with France conceding trade privi- 
leges and promising to protect Span- 
ish colonies in return for the free 
passage of French troops in case of 
war with a certain power and an air 
base in the Balearic Islands. Strong 
support for the belief in an entente 
appeared in Premier Azafia’s state- 
ment “that in a future European con- 
flict it might not suit Spain to re- 
main neutral as in the last war, or 
alternatively that it might not be pos- 
sible to do so.” 

In other quarters, however, the 
benefits of neutrality are vigorously 
urged and there is much criticism, 
not only of the rapprochement with 
France but of Azafia’s army policy. 
Violent demonstrations on the part of 
students and radicals shouting “Death 
to Herriot!” and “Down with war!” 
were with difficulty suppressed by 
the police. 

Spanish support of the French dis- 
armament proposal has been very ably 
directed by Senor Salvador de Mada- 
riaga, who has also succeeded in build- 
ing up a so-called Little Entente of 
eight powers pledged to back the 
scheme at Geneva. 

Draft agreements have been signed 
by the Prime Ministers of France and 
Spain providing for reciprocal conces- 
sions and equal treatment of the 
workers of both nations in the other’s 
country. The agreements involve 
equality of salary, compulsory insur- 
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ance, unemployment and medical as- 
sistance. The arrangements are par- 
ticularly favorable to Spain because 
there are approximately 200,000 Span- 
jiards working in France and only a 
few thousand French workers in 
Spain. Hand in hand with the formu- 
lation of regulations concerning aliens 
in the country, the Spanish Govern- 
ment is placing restrictions on for- 
eign workers and forcing all non-citi- 
zens, no matter what their occupation, 
to secure cards of identity. 

As part of the government’s policy 
for the development of the merchant 
marine, five regular trade lines are 
to be established on which communi- 
cations will be maintained on a fixed 
schedule between Spanish ports and 
the principal ports of Europe, Amer- 
ica and Asia, Orders for the building 
of a number of new ships have al- 
ready been issued and others are in 
preparation. 

Of interest to American bankers 
and investors in foreign securities is 
the impending action of the Cortes 
on the bill declaring the contract ob- 
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tained under the Rivera régime by 
the Compania Nacional Telefonica, an 
affiliate of the International Tele- 
phone and Telegraph Company, as il- 
legal. Approximately $100,000,000 of 
American money is invested in the 
company. Eleven months ago the gov- 
ernment introduced a bill for the re- 
form of the company’s contract, but 
action was postponed until Dec. 3 in 
order to give the company time to 
make a formal reply. Recently a re- 
quest for an extension of time was 
made, but the petition was denied and 
on Nov. 24 was the occasion for a bit- 
ter attack by the syndicalist Deputy 
Babontin, who demanded the seizure 
of the properties. According to well- 
informed persons, the Azafia govern- 
ment is not at all anxious to cancel 
the contract, but seeks rather to force 
a modification of the terms of a one- 
sided agreement which, according to 
the Minister of Public Works, was se- 
cured through bribery. It is not likely 
that the Cortes will invite interna- 
tional complications by extreme 
action. 


The Problem of Yugoslav Unity 


By FREDERIC A. OGG 
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CABINET crisis in Yugoslavia dur- 
A ing the first week of Novem- 
ber arose, as on many earlier occa- 
sions, from a conflict of political 
cliques and personalities. On the sur- 
face, the incident seemed of small im- 
portance since, after several days of 
manoeuvring, Premier Milan Sersh- 
kitch formed a new government which 
differed but slightly from that which 
resigned with him on Nov. 3. But 
there was a deeper significance. King 
Alexander was known to have been 
seeking a way to pass from an out- 
worn dictatorial régime to a more 


democratic system, while the Premier 
himself had hoped to eliminate a 
group of Ministers favoring a strong- 
hand policy and to substitute others 
willing to cooperate in paving the way 
for a more liberal order. Failing to 
meet these objectives, the new Minis- 
try is likely to prove little more than 
a stop-gap. 

The question of reorganizing the 
kingdom on a federal basis also be- 
came increasingly acute during No- 
vember. The Croats have long de- 
manded not only constitutionalism 
and democracy, but virtual autonomy, 
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so that they may be masters in their 
own house and free from the domina- 
tion of Belgrade. In a manifesto issued 
from Zagreb on Nov. 14, the execu- 
tive committee of the Peasant Demo- 
crat Federation once more attacked 
the Serbian hegemony, declaring that 
by its inefficiency and violence it had 
shattered and exhausted all of the 
lands north of the Save and Drina 
Rivers. Ten days later a resolution 
adopted by a congress of all the par- 
ties in the disaffected territory, and 
calling unreservedly for autonomy, re- 
ceived belated publication in the gov- 
ernment press. 

The most arresting aspect of the 
situation, however, is that the federal- 
ist idea has spread to other elements 
in the polyglot kingdom. The Slovenes 
want autonomy, and likewise the Mace- 
donians. Moreover, among the Serbs 
the opinion is growing that it will not 
be practicable to maintain much longer 
the strictly unitary system so optimis- 
tically adopted after the war, and that 
the sooner a general reconstruction is 
carried out, on the basis of the old 
threefold division of Serbia, Croatia 
and Slovenia, or even with as many as 
five or six autonomous areas, the bet- 
ter it will be for the country’s future. 
Indeed, an American newspaper corre- 
spondent at Belgrade reported re- 
cently that he had found the leaders 
of all of the Serbian parties, except 
the Radicals, ready to support an all- 
round federal plan. Some even thought 
the survival of the monarchy uncer- 
tain, but the Croats have given no in- 
dication that they would not be satis- 
fied with a liberal monarchy although 
they say emphatically that they will 
not even negotiate for the desired re- 
organization with the existing, or any 
other, dictatorship. 

A government bill laid before the 
Skupshtina early in November pro- 
posed restoration of the communal 
councils which were abolished with 
other organs of local self-government 
in 1929. That the measure was meant, 
however, to be only a modest and cau- 
tious step toward the revival of de- 
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mocracy was indicated by the exclu- 
sion from its provisions of sixty- 
eight of the larger towns and cities, 


POLISH BUDGET DIFFICULTIES 


After an interval of nearly seven 
months, the Polish Parliament met on 
Nov. 3 and was immediately confront- 
ed with the task of voting a budget 
for 1933-34, which showed an estimat- 
ed deficit of $40,000,000. Finance Min- 
ister Zawadski expressed the hope for 
substantial economies and sought to 
cover the deficit from cash reserves 
and improved market conditions, but 
it was conceded that the task would 
be difficult unless the support of prac- 
tically all the Parliamentary parties 
could be obtained. The Opposition, 
however, which in former years has 
suffered from an almost total lack of 
unity, was prepared to launch a com- 
bined assault on the government, with 
a very fair chance of overthrowing 
it. On Nov. 15 it was announced that 
in case Great Britain and France suc- 
ceeded in obtaining a new war-debt ar- 
rangement, Poland also would request 
revision on the ground that conditions 
under which the 1924 funding agree- 
ment was negotiated have radically 
changed. . 

August Zaleski, Foreign Minister 
since June, 1926, worn out by his long 
term of office, resigned on Nov. 2. As 
a member of the Senate, to which he 
was elected in 1930, he was, however, 
expected to continue to exert consider- 
able influence on the country’s foreign 
policy. His successor at the Foreign 
Office, Colonel Joseph Beck, had been 
Deputy Foreign Minister since Decem- 
ber, 1930, and is a confidant of Mar- 
shal Pilsudski, under whom he served 
as Deputy Prime Minister when the 
Marshal took over the Premiership 
during the electoral period of 1930. 

In commenting on the signing on 
Nov. 23 of a Polish-Russian concilia- 
tion convention, the Polish Gazette as- 
serted that the Soviet-Polish non-ag- 
gression pact, of which the concilia- 
tion convention is a necessary accom- 
paniment, would be ratified at an early 
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date. A committee of four, represent- 
ing the Warsaw and Moscow Govern- 
ments, was to be formed, and to it all 
disputes relative to the terms of the 
pact were to be referred for investiga- 
tion and adjustment. The break-down 
of the Soviet-Rumanian negotiations 
for a similar pact was announced by 
the Rumanian Foreign Minister on 
Nov. 23, but it was not expected to 
affect the completion of the Soviet- 
Polish negotiations. 

Since the establishment of the 
Council of the League of Nations, that 
body has devoted nearly an eighth of 
its time to matters relating to Danzig; 
the session which opened on Nov. 21 
promised to be no exception. One dif- 
ficult question already pending comes 
from Poland’s determination to ex- 
clude the Danzig gulden and introduce 
the Polish zloty for payments on the 
railroad system of the Free City. An- 
other, which seemed certain to be re- 
ferred to the same authority, grew 
out of a decision of the League’s High 
Commissioner to permit the continued 
importation into Danzig of half fin- 
ished goods duty-free—a right which, 
Warsaw authorities assert, is causing 
Poland to lose control of its own cus- 
toms barriers. 


HUNGARIAN FINANCES 


Reporting at the end of October on 
the financial condition of Hungary for 
the third quarter of 1932, Royall Tyler, 
League of Nations Commissioner, in- 
dicated that the economic situation 
had grown worse, that agricultural 
prices had declined, and industrial 
prices risen, while the national deficit 
had increased to such an extent that 
only drastic budget changes could pre- 
vent inflation. A major factor in the 
decline was shown to be the termina- 
tion of the commercial treaty with 
Austria, normally Hungary’s principal 
customer. The banking situation, on 
the other hand, was represented as 
somewhat reassuring. On Nov. 24, the 
Semi-official Pester Lloyd published 
a dispatch by its Vienna correspon- 
dent asserting that during the Aus- 
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trian Chancellor’s recent visit to 
Budapest, an Austro-Hungarian-Ital- 
ian economic agreement was reached 
whereby each State promised prefer- 
ence to the products of the other two 
in making purchases abroad. The ac- 
curacy of the report, however, was 
doubted at both the Hungarian and 
Austrian capitals. 

Of considerable importance to Amer- 
can investors was a decree, issued by 
the Budapest Government on Oct. 31, 
reducing for a year the interest rate 
on loans secured by farm mortgages 
from 74% and 7 per cent to 5 per cent. 


RUMANIAN PROBLEMS 


Rumanian peasants have a proverb 
to the effect that in their country, as 
in heaven, anything may happen. The 
cycle of events in late October, ending 
in the collapse of the Vaida-Voivode 
Cabinet and the establishment of an- 
other National Peasant government, 
with Dr. Maniu as Premier and the 
redoubtable Nicholas Titulescu as For- 
eign Minister, fully bore out the say- 
ing. After weathering a succession of 
storms, the country is now believed to 
have the strongest government since 
Bratianu’s régime, provided its two 
strong-willed leaders, Maniu and Titu- 
lescu, cooperate. 

For the present, the two principal 
problems are those of accepting con- 
trol from the League of Nations on 
financial matters and completing the 
negotiations with Soviet Russia for 
a@ non-aggression pact. The recom- 
mendations of the League’s financial 
committee, which pointed to substan- 
tial League control of the country’s 
finances, were flatly rejected by the 
Vaida-Voivode government. Neverthe- 
less, since Dr. Virgil Madgearu, the 
new Minister of Finance, supports the 
League committee and since the gen- 
eral presumption, borne out repeated- 
ly by events, is that in a contest of 
this kind the League holds the whip 
hand, it is altogether probable that 
Geneva’s conditions will be accepted. 
Premier Maniu late in November 
evolved a plan under which the ger- 
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eral recommendations would be acted 
upon, but without appointment of 
League controllers. But there was no 
reason to believe that this formula 
would prevail. 

As for the Russian non-aggression 
pact, it will be recalled that M. Titu- 
lescu, objecting to the lines on which 
the negotiations were proceeding, re- 
signed his Ambassadorial and League 
posts on Sept. 26 only to find himself 
within two weeks installed as Foreign 
Minister at Bucharest and charged 
with starting the negotiations over 
again under freshly defined limita- 
tions. The speech from the throne 
when Parliament reassembled on Nov. 
15 made no mention of the subject, 
and eight days later the Foreign Min- 
ister told the Chamber that the re- 
opened discussions had broken down 
on the vexed question of Bessarabia. 
Notwithstanding M. Titulescu’s tone 
of finality, there were those who be- 
lieved that the project would be kept 
alive. 


BULGARIAN RADICALISM 


The fear of radicalism in Bulgaria 
was greatly intensified by the unex- 
pected victory of the Communists in 
the Sofia municipal elections of Sept. 
25, although the outcome may be 
easily explained on the ground of the 
great number of bourgeois parties in 
the field and the unusual amount of 
non-voting. But the economic situa- 
tion is deplorable; agricultural prices 
are at their lowest and the harvest 
was poor; while an impoverished peo- 
ple faces one of the hardest Winters 
on record. Bourgeois government is 
on the defensive, and friend and foe 
agree that communism is growing by 
leaps and bounds. 

In the face of this situation, move- 
ments are on foot to stay, and if possi- 
ble avert, disaster. One of them is led 
by a vigorous society known as Zvéno 
(the Chain). Formed several years 
ago and composed of men represent- 
ing various parties and professions, 
this organization seeks the coopera- 
tion of all bourgeois forces in an ef- 
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fort to fend off communism and lead 
the country back to stability and pros- 
perity. Conceding that the present 
government is “anemic” and that 
Parliament and parties have subordi- 
nated the national interests to their 
own, the leaders, in a challenging dec- 
laration of policy issued during the 
Autumn, called for reorganization and 
simplification of administration, re- 
duction of the numbers of the bureau- 
cracy, liberation of officials from po- 
litical pressure, assistance to produc- 
ers, good relations with Yugoslavia 
and other neighbors, and a united na- 
tional front against all disturbing in- 
fluences, domestic as well as foreign. 
Another agency of defense of which 
much has been heard lately is the 
League of Reserve Officers, a group 
which engineered the coup that drove 
out the peasant dictatorship. Through 
its president, General Simmanoyv, this 
organization has similarly called for 
a rallying of all forces opposed to 
communism, and has made statements 
frankly looking to a dictatorship. 


GREEK ROYALIST CABINET 


The long impending resignation of 
the Greek Cabinet headed by Venize- 
los took place on Oct. 31 and President 
Zaimis requested the Royalist leader, 
Panayati Tsaldaris, to form a govern- 
ment. Five days were required to find 
a new group of Ministers who could 
work together and even then the task 
was completed only by M. Tsaldaris’s 
decision to take the portfolio of fi- 
nance, which no one else would accept. 
At one time it appeared that the new 
Cabinet would have no majority in the 
Chamber, and that its only hope of 
survival lay in ex-Premier Venizelos’s 
promise to support its proposed legis- 
lation as a means of keeping the gov- 
ernment going. Eventually it won the 
support of all the anti-Venizelist par- 
ties, which ensured a substantial ma- 
jority in its own right. Though 4 
Royalist, M. Tsaldaris, on assuming 
office, assured President Zaimis that 
for the present he would not question 
the republican form of government. 


Denmark Retains the Socialists 


By SIDNEY HERTZBERG 


N these times of sweeping political 
I reversals it is extraordinary to 
find a radical Ministry that has been 
in power for almost four years not 
merely being upheld in a general elec- 
tion but actually increasing its popu- 
lar vote. The electorate of Denmark 
indulged in such defiance of the gen- 
eral trend in the elections to the 
Folketing on Nov. 16 which resulted 
in a victory for the coalition Cabinet 
of Premier Theodore A. M. Stauning, 
which has been in office since April 
29, 1929. Despite increasing unem- 
ployment, unsettled trade relations 
and a full measure of all the other 
woes which the world crisis has 
wished upon groups in power, the Pre- 
mier’s Social Democratic party won 
sixty-two seats, a gain of one, and in- 
creased its popular vote, according to 
unofficial but reliable figures, from 
593,191 to 660,782. The Radicals, who 
stand to the right of the Social Demo- 
crats and are the other party in the 
coalition, lost two of their sixteen 
seats and 6,540 of their 151,746 votes. 
The Communists, who will probably 
support the government more often 
than not, entered the Folketing for 
the first time, with two seats and a 
popular vote of 17,172. 

The Liberals, the chief Opposition 
party, were returned with thirty-eight 
seats, a loss of six, and a popular vote 
which fell from 402,121 to 381,760. 
The Conservative party won twenty- 
seven seats and 289,525 votes, 
against twenty-three seats and 233,- 
935 votes in the elections of April 24, 
1929. The Justice League (single-tax 
party) increased its vote from 25,810 
to 41,215 and its seats from three to 
four. The Slesvig party held its one 
seat and polled 9,867 votes, a gain of 
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80. The National Socialists got 765 
votes. The Faroe Islanders were to 
elect their member on Dec. 12. 
Premier Stauning decided to appeal 
to the voters after the Landsting, on 
Oct. 27, had rejected the govern- 
ment’s foreign exchange bill provid- 
ing for the extension of exchange con- 
trol for eighteen months and for the 
transfer of this control from the semi- 
independent National Bank to the 
Ministry of Commerce. The govern- 
ment, anxious for complete control 
over foreign trade in its negotiations 
with Great Britain, was scored for 
making too many concessions to the 
British without being adequately com- 
pensated in return. The favoritism to 
British imports in the exchange con- 
trol system, the government’s official 
support of the British Trade Exhibi- 
tion in Copenhagen, and the special 
foreign exchange facilities for exhibi- 
tors who had made sales were cited 
as examples. This criticism was inten- 
sified when the government tempo- 
rarily accepted the British proposal, 
made during the campaign, to cut 
Danish exports of bacon to Great 
Britain by 20 per cent. Bacon is one 
of Denmark’s chief export items. All 
the attacks of the Opposition, how- 
ever, did not affect the obvious satis- 
faction of the electorate with the 
statesmanship of Premier Stauning. 
Elections to the Landsting (upper 
Chamber) on Sept. 7 resulted in a 
gain of one seat for the Conservatives 
at the expense of the Radicals. The 
present position in the Landsting is: 
Opposition, forty-one seats; govern- 
ment parties, thirty-five seats. During 
the Folketing elections the Social 
Democrats, who favor abolition of the 
upper Chamber, attacked the Lands- 
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ting as a body “where a privileged 
system of election has served to re- 
tain a reactionary majority against 
the will of the majority of the Danish 
people.” Landsting electors must be 
35 years old—ten years more than is 
required for voting in Folketing elec- 
tions. Moreover, nineteen of its sev- 
enty-six members are elected by the 
outgoing Landsting. The members sit 
for eight years. 

Leon Trotsky was a visiting lec- 
turer for the students of Copenhagen 
on Nov. 27. The stay of the exiled 
leader of the Red Army was not unac- 
companied by demonstrations of hos- 
tility by the aristocracy and by Com- 
munists faithful to Stalin, who regard 
Trotsky as a traitor. 


ANGLO-SCANDINAVIAN TRADE 


Preliminary conversations were be- 
gun late in November between the 
British Board of Trade and delega- 
tions representing Sweden, Denmark 
and Norway for the purpose of ad- 
justing trade agreements to the con- 
ditions created by the Ottawa Con- 
ference. (See December CURRENT HIs- 
TORY, pages 371-372.) While the three 
nations will deal with Great Britain 
separately, they will not be oblivious 
to such interests as they have in com- 
mon. The general sentiment expressed 
at a conference of Scandinavian in- 
dustrialists in Oslo on Oct. 25 was 
that they should be careful not to per- 
mit themselves to be played off 
against each other. Foreign Minister 
Munch of Denmark on his arrival in 
London on Dec. 4 said: “There is no 
question of a bloc. Naturally, friendly 
neighbors like the Sandinavian coun- 
tries are always in communication 
with each other, and we shall keep 
each other informed on the progress of 
the present negotiations.” 


FINLAND SENTENCES REBELS 


The Mantsala rebellion in Finland 
last March became a closed chapter 
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on Nov. 21, when the Abo High Court 
found fifty-two of the accused guilty 
of implication and sentenced them to 
prison terms of from two to thirty 
months. However, thirty-two of the 
convicted, including the Fascist Lap- 
uan leaders, General Martti Wallen- 
ius and Vihtori Kosola, were bound 
over for three years with their sen- 
tences suspended. The court acquitted 
twenty-four other defendants. Pre- 
viously amnesty had been granted to 
twenty minor participants in the re- 
volt. 

The court declared that it was not 
convinced that the Lapuans were the 
leading spirits in the rebels’ camp at 
Mantsala or that they were guilty 
of criminal offenses in their activities 
elsewhere. General Wallenius and ten 
other Lapuan leaders had objected to 
their incarceration pending the court’s 
verdict by engaging in hunger strikes. 
They were eventually released before 
the sentences were imposed. 

The extent to which bootlegging 
has affected the legal sale of liquor 
in Finland was indicated by a report 
of the government liquor monopoly on 
Nov. 15 placing the taxed liquor con- 
sumption during October at 266,292 
quarts as compared with 429,028 
quarts in September and 430,084 
quarts in August. 


ESTONIA’S NATIONAL CABINET 


The difficulties which the Estonian 
State Assembly has been having in 
organizing a working government 
were overcome on Nov. 1 with the 
formation of a National Cabinet draw- 
ing its Ministers from the Agrarian, 
Socialist and Populist parties. Kon- 
stantin Paets (Agrarian) is State 
Head, August Rei (Socialist) becomes 
Minister of Foreign Affairs and Ado 
Anderkopp (Populist) is Minister of 
Justice and Interior. The Cabinet laid 
before the State Assembly a plan for 
economic reconstruction involving 
considerable extension of governmen- 
tal control over private enterprise. 


Setbacks to the Soviet Plan 


By EDGAR 8S. FURNISS 
Dean of the Graduate School, Yale University; Current History Associate 


HE Soviet Union, on Nov. 7, 1932, 
‘Tena the fifteenth anniver- 
sary of the revolution which launched 
the Communist régime upon its career. 
This year greater importance than 
usual was attached to the ceremonies 
because of the approaching climax of 
the Five-Year program which has 
come to typify the policy and tactics 
of communism to the Russian people 
and to the world at large. According- 
ly, Moscow was crowded with delega- 
tions of workers from all parts of the 
vast territories of the Union and from 
many foreign countries. The Red 
Square was the scene of an impressive 
display of popular loyalty as Soviet 
troops paraded for three hours with 
the full equipment of a modern mech- 
anized army, followed by an all-day 
procession of workers and peasants. 
War Commissar Voroshilov was the 
master of ceremonies and the only 
speaker, but in the reviewing stand 
were gathered the highest officials of 
the party and the government—Joseph 
Stalin, actual ruler of the Soviet 
Union; Molotov, president of the 
Council of People’s Commissars; Ka- 
linin, president of the Central Execu- 
tive Committee, and others. 

These incidents of pomp and cere- 
mony, of course, are of little interest 
to the serious student of Russian af- 
fairs. What is of significance is the 
use made of the occasion to disclose 
the present status of the Communist 
program and the policy for the imme- 
diate future, not only in the address 
of Voroshilov at the public celebration 
and in the speeches of the government 
leaders on the preceding night, but 
through the inspired articles and 
editorials which filled the press before 


and after the event. It was made clear 
that there is to be no slackening of 
the determination to preserve the so- 
cialistic institutions already estab- 
lished and to press toward complete 
socialism. This has been a moot ques- 
tion during recent months. 


In the Spring and early Summer of 
1932, a premonition of the acute short- 
age of food and commodities which 
now confronts the Soviet Union caused 
the government to make various con- 
cessions to individual freedom and 
private initiative. It is true that these 
were abruptly rescinded a little later. 
But this vacillation of policy in the 
face of conditions which were growing 
steadily worse left it an open question 
whether the Communists would not be 
forced to abandon some of their social- 
istic policies, such as governmental 
monopoly of the market and the ex- 
tinction of private enterprise in trade 
and manufacture. The discouraging 
results of collective farming had even 
called forth suggestions from high of- 
ficials that this basic agrarian institu- 
tion of socialism must be dissolved and 
the land returned to private hands. 
Similarly, the partial collapse of the 
new large-scale industries gave rise to 
the prediction that they were destined 
to be transferred to foreign conces- 
sionaires. By late Summer these diffi- 
culties had grown so serious that dis- 
sension appeared in the Communist 
party, leading to the expulsion of 
many prominent leaders. There is a 
body of opinion in Russia and a gen- 
eral belief among foreign observers 
that Stalin has been much too precipi- 
tate in forcing socialism upon the coun- 
try, and that the resistance of stub- 
born economic facts will inevitably de- 
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feat his efforts. The recent pronounce- 
ments of the Soviet leaders, however, 
serve notice on the country that there 
will be no compromise; the immediate 
program is to be one of rule or ruin, 
a final desperate effort to overcome 
difficulties by sheer determination. 
This decision has already begun to 
have its effect upon Soviet policy, both 
domestic and foreign. In foreign af- 
fairs, the necessity of concentrating 
all the energies of the country upon 
the struggle against adverse internal 
conditions commits the government to 
a policy of peace. In general, this has 
been Stalin’s policy since his acces- 
sion to leadership, and especially dur- 
ing the past three years when it has 
become evident that the success of 
the Five-Year Plan required stable re- 
lations between the Soviet Union and 
the rest of the world. But now need 
for peace and stability forces the 
Kremlin to adopt the truly radical 
policy of opposing social revolution in 
other countries as well as internation- 
al war. Two editorials in Pravda dur- 
ing November convey to the foreign 
branches of the Communist party the 
hint that the time is not opportune 
for social revolution and that the 
Kremlin will not support the revolu- 
tionaries. Disorders in other countries 
which would have been hailed with ac- 
claim a short time ago are now treated 
with reserved if not deprecatory com- 
ment. One American correspondent in 
Moscow in speaking of this change of 
attitude describes it as a “strange 
paradox that the Bolshevist Kremlin 
today regards the growth of the revo- 
lutionary movement with real anxi- 
ety.” A paradox it is, when considered 
in conjunction with the Communist 
doctrine of world revolution, but 
nevertheless a logical consequence of 
Stalin’s effort to construct a socialis- 
tic industrial society within a single 
country during a period of world-wide 
economic depression. The new rdle of 
the Soviet Union in world revolution 
is to be that of exemplar, not that of 
active leader. The true believer in 
other countries is told that he can best 
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assist by keeping the peace until the 
Soviet example has had time to per- 
fect itself. 

While thus attempting to promote 
social stability in other countries, the 
Soviet Union has continued with some 
success its efforts to set up safeguards 
against international war. On Nov. 26 
the French Cabinet finally approved 
the long-discussed pact of conciliation 
and non-aggression between France 
and the Soviet Union. This is an event 
of much importance to Russia, since 
it brings into effect a similar treaty 
with Poland concluded earlier but held 
in abeyance pending action by France; 
and draws into the pacific alliance the 
other Baltic States as a result of ear- 
lier agreements between themselves 
and Poland. It is also a sign that Ru- 
mania, by withdrawing her opposition 
to the Franco-Russian treaty, expects 
soon to enter into similar arrange- 
ments on her own account, thus neu- 
tralizing the entire Eastern European 
frontier, as described in Robert Mach- 
ray’s article, “Europe’s Anti-Soviet 
Barrier,” in CURRENT History for De- 
cember, 1932. The treaty provides that 
neither country will resort to war 
against the other, that each will re- 
spect the territories under the other’s 
sovereignty, that if either is attacked 
by a third party the other will not aid 
the aggressor directly or indirectly. 
As a guarantee of peace on a broader 
scale, the treaty stipulates that if 
either party wages aggressive warfare 
against a third, the other power is 
immediately released from the pact. 
The non-military provisions are of im- 
portance to Russia. It is agreed that 
neither State shall enter any interna- 
tional arrangement injurious to the 
commerce of the other, or interfering 
with the granting of credits to the 
other. Finally, Russia binds herself to 
refrain from propaganda in France 
and her colonies, while France is to 
restrain plotting against the Soviet 
State. 

A network of treaties of this tenor 
between Russia, her Western neigh- 
bors, and France is obviously an im- 
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portant factor in the European situa- 
tion. It nullifies the Treaty of Rapallo 
signed by Germany and Russia during 
the Genoa conference, and frees 
France and Poland from the danger of 
Soviet interference in their struggle 
with Germany over the preservation 
of the terms of the Versailles treaty. 
It acquires additional significance as 
a factor in world politics from the 
growing cordiality of relations of Ja- 
pan with both the Soviet Union and 
France. A similar treaty under dis- 
cussion between Japan and the Soviet 
Union has not yet received official ap- 
proval, but there is abundant evidence 
that these countries have arrived at 
an understanding as regards Japan’s 
strategy in Manchuria and are well on 
the way toward treaty agreement. 
Matsuoka, the special Japanese dele- 
gate to the League during its delibera- 
tions on the Lytton Report, while on 
the way to Geneva stopped in Moscow 
for preliminary conversations with 
the Kremlin and was made an honored 
guest at the anniversary celebration. 


The primacy of Russia’s domestic 
problem will determine her attitude 
in the Far East as in other areas of 
her international relations. Beyond 
protecting her own frontiers she has 
no reserve of energy to expend in in- 


terference with the imperialistic 
plans of another nation. Her show of 
force on the Manchurian border in the 
Spring of 1932 aggravated an already 
serious condition by withdrawing food 
supplies from the civilian population. 
Since that time, as conditions within 
Russia have grown worse, she has in- 
clined toward allowing Japan a free 
hand in Manchuria, thus laying the 
basis for definite treaty relations be- 
tween the two countries. 

Soviet relations with Great Britain 
provide an exception to the smooth 
development of this pacific policy. 
Negotiations arising from Great Bri- 
tain’s denunciation of the trade agree- 
ment grew progressively bitter during 
November. The press in each country 
added to this bitternes by openly at- 
tacking the good faith of the other, 
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the controversy revolving around the 
old question of Communist propagan- 
da in the United Kingdom and India. 
Thus far no progress at all has been 
made toward the re-establishment of 
stable economic relations between the 
two countries, and it is evident that 
neither government desires to show 
toward the other the same concilia- 
tory attitude which governs its con- 
tacts with other States. 

The controlling factor in Soviet 
policy at present, however, is the seri- 
ous economic condition of the country 
itself. The status of the industrial 
program will not be definitely known 
until the final records of the Five- 
Year Plan are made available, though 
indications point to an accomplish- 
ment of from 60 to 80 per cent of the 
original program. But this is not the 
crux of the problem. The one fact of 
overwhelming importance is the fail- 
ure of the food supply. Despite the 
success of the program for a social- 
ized organization of agriculture—two- 
thirds of the peasants and four-fifths 
of the total cultivated land area are 
now in the collectives—the people are 
reduced to conditions not much above 
the famine level. The live-stock supply 
of the country has been decreased 50 
per cent during the five years covered 
by the plan. Cattle and horses number 
60 per cent of the total five years ago 
and Winter provision is available for 
not more than half of these. Milk 
animals are undernourished and a 
large percentage of them have gone 
dry. The food crops harvested in 1932 
are 25 per cent below those of 1931. 
Meat, sugar, eggs, cheese, butter and 
milk have virtually disappeared from 
the diet of the majority of the peas- 
ants, and the urban population is on 
similarly short rations, except in the 
large industrial cities, where the of- 
ficial agencies are able to provide a 
somewhat better diet. These facts, 
culled from the news dispatches and 
admitted by the official Soviet press, 
give some indication of the serious- 
ness of the situation. 

The determination of the Kremlin 
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to carry through its socialistic pro- 
gram in the face of these conditions 
has already taken effect in various 
ways. One change of general policy 
has been indicated, namely, the lapse 
of the plan to launch a second and 
even more ambitious five-year pro- 
gram. In place of the dazzling forecast 
of other gigantic schemes, the press 
now predicts that the year 1933 will 
be one of consolidation and adjust- 
ment, in other words, a sixth year 
added to the plan. A process of 
“purging” is under way in the party 
itself. Large numbers of luke-warm 
members have been expelled from the 
ranks. The civil service of the country 
is being subjected to a similar process 
of elimination, some 25,000 clerks hav- 
ing been dismissed from government 
employment and assigned to work in 
the factories and on the farms. The 
purpose is to promote the unity and 
loyalty of the ruling faction and to 
reduce to a minimum the cost of gov- 
ernment service. 


In the attack on this great problem, 
every expedient will be used to in- 
crease the output of factory products 
for household consumption, with the 
major purpose of counteracting the 
peasants’ tendency to hoard food sup- 
plies by providing desirable commodi- 
ties in exchange for them. The steps 
taken in this direction involve in- 
creased discipline for the wage earner 
and are typified in the drastic decree 
of Nov. 16, 1932, which supplants the 
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former law permitting the dismissal 
of a worker for unexcused absences 
from his job in excess of three days 
per month by a ruling which forbids 
all such absences even for one day. 
The punishment is not only discharge 
but the cancellation of the offender’s 
ration card, which is virtually equiva- 
lent to a sentence to starvation. 

In the second place, steps are being 
taken to attack at its source the prob- 
lem of the food supply by reorganizing 
the management of the collective 
farms and counteracting the shortage 
of rural labor. The latter part of the 
policy is a phase of the nation-wide at- 
tack upon the labor turnover. Drifting 
labor is to be registered, regimented 
and distributed through the farming 
districts, there to remain at work 
under compulsion. The reorganization 
of farm administration has resulted 
in wholesale dismissals of managers. 

Finally, the government is enlarging 
its agencies for direct feeding of the 
urban population. By the end of 1932 
15,000,000 people were expected to be 
receiving their meals from factory 
kitchens, communal restaurants and 
other official or cooperative agencies. 
The ultimate objective of this move- 
ment is to abolish the home as the eco- 
nomic centre of family life. The prin- 
ciple of “mass feeding” is being rapid- 
ly extended from the large industrial 
centres to include the people in the 
smaller cities and the workers in en- 
terprises of minor importance. 


Persia Asserts Her Independence 


By ALBERT HOWE LYBYER 
Professor of History, University of Illinois; Current History Associate 


2 a meeting of the Persian Council 
of Ministers, presided over by the 
Shah himself, held at Teheran on Nov. 
26, it was decided to cancel the con- 
cession of the Anglo-Persian Oil Com- 
pany. This lease was made in 1901 by 


the Persian Government and William 
K. d@’Arcy. For a small cash payment 
and the promise of royalties in propor- 
tion to the net profits of the enter- 
prise d’Arcy was given exclusive 
rights for sixty years to prospect for, 
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produce and take away petroleum and 
petroleum products in all Persia, ex- 
cept the five northern provinces. Two 
years later a company was formed to 
exploit the concession and in 1909 the 
Anglo-Persian Oil Company, Ltd., was 
organized to take over d’Arcy’s rights. 

By 1913, when the company needed 
additional capital, Great Britain had 
become conscious of the desirability of 
securing large fuel supplies in the Mid- 
dle East for the British Navy. Accord- 
ingly, the British Government provided 
enough capital to control a majority of 
the common stock. Estimates have 
been made that up to 1924 the govern- 
ment had recovered three and one-half 
times its original investment. Mean- 
while production rose from 1,750,000 
tons in 1921 to 4,800,000 tons in 1927; 
in 1930 production was 5,900,000 tons. 
The effect of the depression then be- 
gan to be seen in a decline for 1930 
to 5,750,000 tons, while falling prices 
reduced the operating profits to about 
$8,000,000. 

The Persian Government is entitled 
to 16 per cent of the annual net profits 
of the company. In 1921 this share 
amounted to about $3,000,000; it rose 
to $6,500,000 in 1927, and was about 
$4,500,000 in 1930, but in 1931 not 
more than $1,000,000 was paid to 
Persia, and the decline continued in 
1932. As a British corporation, the 
company has been obliged to pay a 
heavy income tax to Great Britain; in 
1931 the amount of this tax was near- 
ly three times as great as the royalty 
paid to the Persian Government. Thus 
the embarrassment caused Persia by 
the diminution of this element in its 
budget was emphasized by contrast 
with the greater income of Great Brit- 
ain from an enterprise operating in 
Persia and depleting Persian natural 
resources. 

Some time ago the Persian Govern- 
ment opened negotiations with the 
company for a revision of the charter, 
on the ground that circumstances have 
changed greatly in the course of thirty 
years. The officials of the company 
indicated their readiness to accept 
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some modification and a year ago an 
agreement seemed near, but the nego- 
tiations broke down. Now Persia has 
taken action which must lead to a 
struggle with Great Britain. The Per- 
sian Finance Minister, in formally an- 
nouncing the cancellation of the lease 
stated that Persia is willing to nego- 
tiate a new concession “based on the 
rights of both parties.” In any event, 
the activities of the company will be 
allowed for the present to continue 
without interruption. 


The action of the Persian Govern- 
ment caused considerable concern in 
Great Britain. A total loss of British 
oil rights in Persia would be a serious 
matter for the British Admiralty, al- 
though mitigated to some extent by 
British oil rights in Iraq. Obviously 
it can be urged that the Persian Gov- 
ernment had no right to cancel by its 
separate action an agreement which 
has about thirty years to run, but af- 
fairs between governments cannot 
always be adjudicated as simply as 
private disputes. In this case Persian 
national feeling is important, as many 
citizens desire to be freed from all 
long-time commitments which were 
accepted by the former dynasty. More- 
over, feeling against Great Britain 
is somewhat bitter, as was apparent 
in the recent refusal to allow British 
airplanes to cross Persian territory. 
For these reasons the dispute is ex- 
pected to involve a long diplomatic 
struggle. 

On the heels of the action on the oil 
leases came reports that Persia had 
ordered munitions in the United States 
and contemplated granting a virtual 
monopoly of the Persian automo- 
bile and rubber business to the Gen- 
eral Motors and Firestone Companies. 
The American United Aircraft and 
Transport Corporation sold and deliv- 
ered recently forty airplane engines 
and forty propellers to the Persian 
Government. 


THE TURKISH LANGUAGE 


The congress on the Turkish lan- 
guage held sessions in Dolma Bagh- 
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cheh Palace from Sept. 26 to Oct. 6. 
Kiazim Pasha, president of the Grand 
National Assembly, was president of 
the congress. President Mustapha 
Kemal Pasha attended all sessions 
without taking an active part and 
listened to the discussions on the 
origin of the Turkish language, its 
present situation, its modern and civil 
needs and the future development of 
the language. 

The age of the language and its 
relationship with Indo-European 
tongues and other languages of Asia 
and Europe were considered, and also 
the direct development of the lan- 
guage and its grammatical history. 
Rules were elaborated by the congress 
for the formation of words to express 
new facts and for modernizing and 
Westernizing the manner of thinking. 
Particular emphasis was laid upon the 
desirability of purifying the language 
from foreign elements and bringing 
the written language nearer the spoken 
language of the people. 

The linguistic revolution of 1932 
was counted a continuation of the 
political revolution of 1919. The change 
to the Latin alphabet was commended 
as being especially helpful in eliminat- 
ing foreign and, in particular, Arabic 
words. If the language be suitably 
Turkified, the formation of a Turkish 
mentality and a Turkish culture freed 
from foreign elements will follow nat- 
urally. 

At the closing session a constitu- 
tion was adopted for the Society for 
the Study of the Turkish Language, 
and a central committee of nine per- 
sons was chosen to carry on its work 
at Ankara. 


THE FRENCH IN SYRIA 


Now that Iraq has been recognized 
as an independent State, and has been 
admitted to the League of Nations, 
serious consideration is being given to 
similar treatment for Syria. Certain 
marked differences, however, exist be- 
tween the two regions. Iraq is a uni- 
fied State under monarchical govern- 
ment. While the French have sole 
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mandate for Syria, their administra- 
tion has dealt with separate regions— 
the Syrian State, Great Lebanon, 
and the regions of the Druse moun- 
tain, Latakia and Alexandretta. Each 
of these subdivisions has had a consti- 
tution or organic law, while another 
law provides for a “Conference of 
Common Interests.” As a republic, 
France has naturally favored republi- 
can government in Syria, but what- 
ever may be the form of government 
it must be decided whether Syria shall 
become one new State or whether sev- 
eral separate States shall emerge at 
different times. Apparently the French 
propose independence for at least the 
Syrian State. Such a possibility was 
forecast in the Constitution, which 
provides that a treaty with France 
may be substituted for the mandate. 
The national pride of both Syrians 
and French is now moved strongly by 
the elevation of Iraq, so that some ac- 
tion may soon be expected. 

While the Syrian State is enjoying 
constitutional government, the Leb- 
anon remains under a virtual dicta- 
torship which has existed since the 
suspension of its Constitution in May, 
1932. Governor Charles Debbas, sup- 
ported vigorously by High Commis- 
sioner Ponsot, has re-formed the ad- 
ministration extensively, eliminating 
many abuses and cutting expenses in 
half. 


CONDITIONS IN PALESTINE 


The Jewish Agency for Palestine, 
in a recent memorandum to the Man- 
dates Commission of the League of 
Nations, summarized the situation in 
Palestine to the middle of 1932. 
This supplemented the memoranda of 
June, 1931, and June, 1930. A few 
of the many interesting facts con- 
tained therein are worth mentioning. 
The Jewish rural population increased 
200 per cent in the nine years before 
Nov. 18, 1931. Strangely enough 
the increase in the Arab population 
was greatest in the regions of the 
greatest Jewish settlement. During the 
same period the Jewish urban popula- 
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tion nearly doubled. In 1930 the nat- 
ural increase measured by excess of 
births over deaths among the Jews 
in Palestine was 2 per cent. 

Sir Arthur Wauchope, in a report 
to the Mandates Commission of the 
League of Nations on Nov. 10, de- 
clared that during his first year of 
office he had traveled through every 
district in the country and had met 
members of all groups. While he had 
no fear of external aggression, the 
long frontiers of the country require 
the government to have forces which 
can act quickly in case of incursions 
or unrest. Sir Arthur, in October, ap- 
proved the admission of 4,500 immi- 


499 


grants whom he believes the country 
is able to absorb. He has been im- 
pressed with the good spirit of the 
Jewish colony and their determina- 
tion to overcome difficulties. On the 
other hand, he has become acutely 
aware of the impoverished condition 
of the Arab peasants. In his report 
he outlined measures in the govern- 
ment’s development scheme to improve 
stock, seed, fruit trees and methods 
of farming. Efforts have been made 
to establish agricultural cooperative 
societies and to establish improved 
school gardens. During the past year 
efforts have been made to foster har- 
mony between the Jews and the Arabs. 


The League Considers Manchuria 


By TYLER DENNETT 


Professor of International Relations, Princeton 


University; 


Current History Associate 


HE first phase, probably the first 
7 of many phases, of the debate in 
the League of Nations over the Lyt- 
ton Report and recommendations 
closed on Nov. 28. The question, with 
Japan reserving her rights, was re- 
ferred from the Council to the Com- 
mission of Nineteen. There is a possi- 
bility that the discussions at Geneva 
will drag on until Spring, at least un- 
til after March 4, 1933, when the new 
American administration will assume 
responsibility. Obviously this pre- 
liminary hearing before the Council 
did not provide the suitable opportu- 
nity for any hint of compromise by 
Japan, by China or by the League. 
Notwithstanding the flood of words 
from the Japanese and Chinese rep- 
resentatives, no new facts were de- 
veloped at Geneva in the last week of 
November. 

The opening guns boomed on Sun- 
day, Nov. 20, when the Japanese Gov- 
ernment released its “Observations” 
on the Lytton Report (See official 
summary on page 504 of this issue) 


and when Lord Lytton in a radio ad- 
dress appealed to America for the co- 
operation of civilized States in sup- 
port of the world’s peace machinery. 
Monday, Nov. 21, was a gala day of 
verbiage. Mr. Matsuoka led off in the 
morning. Dr. Koo followed in the 
afternoon. Tuesday there was no 
meeting, but on that day it was an- 
nounced that China was being asked 
as a silver-using State to send an ex- 
pert to join in the preparations for 
the world economic conference. Evi- 
dently not every one at Geneva shares 
the opinion that China, as a State, 
ceased to exist in 1916. It was sus- 
pected that this invitation to China 
may have been due somewhat to 
American influence, which during the 
week was revealed at the Council 
meetings only by the accents of Mat- 
suoka of the University of Oregon 
and of Koo of Columbia University. 
On Wednesday, over the protest of 
Japan, the Council invited the Lytton 
Commission to sit with it. Japan made 
a rebuttal to China’s initial arraign- 
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ment. The next day Dr. Koo replied 
and the Council debated whether it 
was proper to invite the Lytton Com- 
mission to state its views in the light 
of the preceding debate. Matsuoka 
protested then acquiesced and, after 
Japan had closed its “sub-rebuttal,” 
Lord Lytton, speaking for the Com- 
mission, declared simply that the lat- 
ter had nothing to add or subtract 
from its report and recommendations. 
While the tone of Japan was at first 
positive and not conciliatory, Matsuo- 
ka yielded on the question of referring 
the Lytton Report to the Assembly, 
where it will be considered under Ar- 
ticle XV of the Covenant. A tone of 
conscious rectitude characterized the 
appeals of both the Japanese and the 
Chinese representatives. 

If Dr. Koo was in any way conscious 
that China had in many ways pro- 
voked the controversy now rocking 
the world, he gave no intimation of 
such a feeling in his appeal. Also con- 
scious of rectitude and warmed with 
righteous indignation was the radio 
address of Lord Lytton broadcast 
from Geneva on Nov. 20. The chairman 
of the Commission added only one 
item of information when he definite- 
ly stated what was only vaguely al- 
luded to in the Report, namely, that 
the Commission’s investigation in 
Manchuria was gravely embarrassed 
by the fact that no one was allowed 
to come near it without a police pass. 
In other words Japan sought, under 
the guise of protecting the Commis- 
sion, to prevent it from securing first- 
hand information from those opposed 
to the existing régime. Lord Lytton’s 
broadcast was notable chiefly because 
it voices the point of view of the other 
school of thought. 

Throughout the debate there was 
considerable twitting on facts. In con- 
tending that China is an organized 
State, Dr. Koo pointed to the 158 per 
cent gain of Chinese foreign trade 
during the past twenty years. As for 
her failure to keep her international 
obligations, what about Japan’s 
failure to keep similar engagements? 
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It seems that Japan also has her 
“war lords’ who do not recognize the 
authority of their Foreign Office. In 
support of the Japanese contention 
that the Chinese boycott is a justifi- 
cation for intervention, Mr. Matsuoka 
recalled that in the Summer of 1905 
President Roosevelt had been highly 
incensed at the Chinese boycott of 
American goods, and, so he alleged, 
even resorted to some degree of in- 
timidation. 


The charge that Japan exceeded in 
Manchuria the right of self-defense 
is embarrassed by the generous con- 
cessions volunteered by Secretary 
Kellogg in the negotiations of the 
Pact of Paris when he declared that 
the right of self-defense is not only 
inherent in every sovereign State and 
implicit in every treaty but that 
“every nation is free at all times and 
regardless of treaty provisions, to de- 
fend its territories from attack and 
invasion and it alone is competent to 
decide whether circumstances require 
recourses to war in self-defense.”’ The 
Japanese did not overlook that the 
Senate, in an excess of caution, went 
even further by declaring that meas- 
ures of self-defense might even in- 
volve military operations outside the 
territorial boundaries of the State. 
Presumably, it was the American in- 
tent to leave wide open the door for 
the repetition in Mexico and Carib- 
bean areas of such military measures 
as have in the past so frequently 
characterized American policy in 
those regions. Just as American policy 
in Mexico in 1916 influenced the now 
defunct Lansing-Ishii agreement of 
1917, so the subsequent policy of the 
United States in Nicaragua de- 
termined the limits within which the 
definition of self-defense must be 
kept. When the Japanese at Geneva 
declared that “they [the military 
operations in Manchuria] had no re- 
lations to anything but self-defense, 
and the Japanese Government cannot 
allow either their necessity or their 
appropriateness to be the subject of 
discussion,” the statement was, in 
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fact, not quite so insolent as might 
otherwise have seemed to be the case. 


France, logical France, also ap- 
pears to have been entangled in a lack 
of consistency. She recognizes that a 
Japan, not only powerful but friendly, 
would supply an effective link in 
a policy against Russia. Her national 
interest is, therefore, somewhat served 
by acquiescing in the support of an 
Asiatic “revisionist” policy. On the 
other hand, the application of a simi- 
lar policy in Europe would seriously 
compromise and weaken security in 
the West. Between the two policies, 
one in Europe and the other in the 
Far East, there can be little or no mid- 
dle ground for France. Either she is 
committed to the defense of territorial 
boundaries or she is not. If she is so 
committed, she cannot consistently 
support the Japanese action in Man- 
churia. 


The vital questions before the 


League, however, are not whether 
Japan went beyond the provisions of 


the Kellogg pact nor whether the Chi- 
nese have for ten years been definite- 
ly provocative. Japan herself posed 
one of the real questions when in the 
“Observations” she quoted the “princi- 
ple laid down in the Caroline case” on 
the criteria of self-defense—“necessi- 
ty, instant and overwhelming, allowing 
no choice of means and no instant for 
deliberation.”” Having posed the ques- 
tion, Japan defaulted. Matsuoka was 
weakest when he sought to show that 
his country had no second choice. The 
explanation was: “First, that the 
Japanese national sentiment would 
not permit outside interference in the 
Manchurian question. * * * Secondly, 
had we referred the matter to the 
League, the position of Japanese sub- 
jects, including Koreans, in Man- 
churia would have been seriously un- 
dermined in view of the delay in- 
variably incidental to League pro- 
cedure. Thirdly, there is a difference 
between the Japanese and Western 
mentality. The Westerner would begin 
to argue before the situation became 
acute, while the Japanese persists, 
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perhaps too long, in the hope of a so- 
lution. -Fourthly, when the breaking 
point came unexpectedly, events took 
their own natural course.” 

These points are stated in the order 
of their ascending force. The last is 
the most important, for it is in the 
nature of throwing the defendant on 
the mercy of the court. Matsuoka was 
most persuasive when he appealed for 
patience. He pleaded: “I ask of the 
Council a little patience. If the West- 
ern World will bestow upon us only a 
fraction of the tolerance it has so 
generously bestowed upon China it 
will be gratefully received.” 

The second critical issue—of which 
Dr. Koo made the most—was that 
Japan had defied the League. Taken 
from the lips of Dr. Koo the charge 
was made stronger by the belligerent 
and uncompromising declarations of 
the Japanese War Office on the open- 
ing day of the debate. 

Underlying both these critical ques- 
tions, however, is one raised by the 
Lytton Report itself, namely, that 
Japan has violated an inexorable law 
of the society of nations in antagoniz- 
ing a neighboring State upon whose 
trade and good-will she is dependent. 
The penalties for the violation of this 
law do not lie in sanctions to be im- 
posed by the League, under Article 
XVI, but in inevitable economic con- 
sequences which will arise from in- 
creased military expenditures on the 
one hand and, on the other, de- 
creased revenues from trade with 
China. Japan may have offended the 
amour propre of Lord Lytton, of the 
League of Nations, of an American 
Secretary of State, but the greatest 
transgression is:against economic law. 
The vengeance may well be his; let 
him repay. Such is the argument of 
many thoughtful observers in Japan 
as well as other countries. 

It seems incredible and unlikely 
that the Chinese seriously consider, 
as a possible outcome of the consider- 
ation of the Lytton Report, that Japan 
will be forced to withdraw from even 
those portions of Manchuria which 
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are outside the railway zone. Such an 
evacuation could be achieved only as 
the result of a very large military ef- 
fort. Nothing is clearer than that 
neither Great Britain, France nor the 
United States will join in the applica- 
tion of any kind of military sanction. 
It cannot be doubted that President 
Hoover, in his Omaha speech last Oc- 
tober, spoke for the American people 
when he declared that the United 
States would not join in the applica- 
tion of such coercion. With these three 
powers subtracted from the equation, 
it is perfectly clear that Japan cannot 
be driven from Manchuria by the em- 
ployment of force recruited out of the 
West. 

There is the alternative, however, 
that New York, London and Paris will 
stand pat in refusing financial aid to 
Japan in her present dire financial 
straits. It has been persistently ru- 
mored for many weeks that Japan has 
been refused a loan in all those three 
money centres of the world. The re- 
quest for a French loan has been 
coupled with the rumor that Japan 
has offered France a military alliance 
—an “implementing” of the Franco- 
Japanese treaty of 1907. The rumors 
that Japan has proposed such an al- 
liance are so persistent that they be- 
come very credible, notwithstanding 
Matsuoka’s emphatic denial. Lacking 
Occidental financial support, it seems 
very probable that the Japanese yen, 
which has already depreciated to 
about 40 per cent of its par value of 
49.85 cents, will go still lower. The in- 
ternational balance of payments is 
unfavorable to Japan. Like the British 
sterling, although to a very much 
greater degree, more yen is offered in 
the international market than there 
is a demand for. It is reported that 
the Tokyo Government contemplates 
bond issues in the near future in ex- 
cess of 2,000,000,000 yen, perhaps a 
third of the present total funded debt. 
The Japanese Navy was reported on 
Nov. 1 as asking for a supplemental 
appropriation of more than 5,000,000,- 
000 yen for a four-year building pro- 
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gram “to make up the deficiency 
caused by the London naval treaty,” 
In making this request the navy is 
reported to have advanced its pro- 
gram one year beyond the previous 
schedule. This additional sum is in ad. 
dition to the ordinary navy expendi- 
ture. 

The Japanese budget for 1933-34 was 
approved by the Cabinet on Nov. 25, 
It called for total expenditures of 
more than 2,200,000,000 yen—about 
$476,000,000 at the current rate. The 
regular navy expenditure is estimated 
at 373,000,000 yen and the army’s 
budget at 448,000,000. The War Office 
estimate had previously been put at 
662,000,000 yen. As might be expect- 
ed, the budget met with a storm of 
opposition. The financiers, with their 
eye on the already depreciated yen, 
were most vocal. For the first time 
since September, 1931, the bankers’ 
protests became publicly audible. 
Baron Go, at a Chamber of Commerce 
dinner on Nov. 24 exchanged views 
with General Araki, publicly declar- 
ing that Japan’s financial situation 
has become unstable. The already in- 
solvent Japanese farmer does not yet 
realize what further debt and depre- 
ciated currency mean to him, both 
when he buys and when he tries to sell 
his pitifully small produce. 

China has, however, still another 
ally, which may in the end be more 
substantial. It is fundamental in Chi- 
nese foreign policy to depend upon 
foreign assistance for defense. China 
would prefer to receive that aid from 
the United States, but, failing to ob- 
tain it there, she would like to have it 
from the League of Nations. If it is un- 
obtainable in both America and Ge- 
neva, it is logical and almost inevitable 
that China should seek again a defen- 
sive alliance in Russia, where such a 
military arrangement was negotiated 
more than a third of a century ago. 
There has been in the Western world 
so much wishful thinking about the 
help which the Soviet Union may ren- 
der China in her conflict with Japan 
that one hesitates to harp on the sub- 
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ject further. It cannot be overlooked, 
however, that China is looking for a 
more substantial friend than she can 
find in Washington, in London, in 
Paris or anywhere in Europe, unless 
it be in Moscow. 

Mr. Matsuoka on his way to Geneva 
stopped in Moscow, but apparently 
failed to reach any agreement with 
Russia. From Tokyo it was reported 
on Nov. 4 that Dr. W. W. Yen, the 
Chinese delegate at Geneva, talked 
with Maxim Litvinov, the Soviet For- 
eign Commissar at Geneva, regarding 
a resumption of diplomatic relations 
between China and Russia. At the end 
of November it was reported that 
conversations being held in Geneva 
between Dr. Yen and V. S. Dovgalev- 
ski, now representing the Soviet 


Union in Paris, had reached an ad- 
vanced stage. 

Although China looks to Washing- 
ton and to Geneva for help, she is, at 
the moment, receiving more effective 
aid from the financial conditions in 
Japan already referred to and from 


the pertinacity of her “volunteers” in 
Manchuria. During November Japan 
waged a desultory warfare on many 
fronts in the new State of Manchukuo. 
On Nov. 3 a great Japanese victory 
was reported at Tsitsihar, 200 miles 
northwest of Harbin. On the same day 
Japan reported that she had restored 
quiet southeast of Mukden, but two 
days later it was necessary to ac- 
knowledge that there were still great 
bodies of volunteers at large in the 
area west of Tsitsihar. Japan holds 
the South Manchurian Railway and 
the south branch of the Chinese East- 
ern, but when Mr. Matsuoka went to 
Geneva, he could not cross Manchukuo 
from Harbin to Manchuli in the direc- 
tion of the main line of the Trans- 
siberian for the simple reason that 
Japan does not control the western 
link of the Chinese Eastern. General 
Muto, on Nov. 9, announced a plan 
to buy off the alleged bandits, which 
he estimated at 210,000. Three days 
later an airplane mission proceeded to 
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Manchuli to negotiate with General 
Hsu Ping-wen, who holds 245 Japa- 
nese hostages. Moscow permitted the 
Japanese mission to enter Dauria, 
whence negotiations were to be con- 
ducted. General Hsu rejected the gold 
and the compromise and defied Japan. 
While the Japanese were pleading 
their case at Geneva, Moscow request- 
ed the Japanese to withdraw from 
Dauria, where the negotiations had 
been quite futile. 

Recently it was alleged that Japan 
was prepared to launch a new drive 
through Jehol. If Japan wishes to sup- 
port the Manchukuo claim to effective 
administration of Manchuria, it would 
appear that the reclamation of Barga 
and of Jehol, as well as the entire 
area north from Tsitsihar, is already 
long overdue. 

The military events of the last 
three months in Manchuria are help- 
ing the arguments advanced by the 
Lytton Commission that Japan is in- 
dulging in a very costly venture. On 
the other hand, there is little in the 
present situation to warrant much 
Chinese optimism. Some of the 
Chinese are already beginning to take 
a sober second thought. “Manchuria 
is gone,” declared Edward Hsu in 
the China Critic for Oct. 27, 1932; 
“so long as China remains what she 
is, so long will Manchuria remain a 
piece of unredeemed territory. To re- 
cover it, China and her people must 
go through a fundamental change.” 

It is worth pointing out that there 
is before the League, at the present 
moment, no proposal, other than that 
of the somewhat frantic Chinese dele- 
gates, which wouid restore Manchuria 
to China. If the status quo is main- 
tained, Manchuria is gone until either 
China, the Chinese in Manchuria or 
some Western power rises to drive out 
the conqueror. If the Lytton recom- 
mendations are accepted and some 
day put into effect, Manchuria will 
even then be only nominally part of 
China. In either case, Manchuria is 
gone. 





The Japanese Reply to the Lytton Report 


The following summary of the observa- 
tions of the Japanese Government on the 
report of the Commission of Inquiry ap- 
pointed by the resolution of Dec. 10, 1931, 
of the Council of the League of Nations, 
was issued on Nov. 20, 1932, through the 
Japanese Consulate General in New York 
City: 


INTRODUCTION. 
[vce Japanese Government express sin- 


cere appreciation of the endeavors 

made by the members of the Commis- 
sion to make themselves acquainted with 
the details of a very delicate and compli- 
cated situation which presents many unfa- 
miliar and novel features. They indicate, 
however, that, owing to the shortness of 
the time available, the Commission could 
only acquire a superficial impression; and 
that, in particular, it is felt that if the 
Commission had visited other parts of the 
country, especially South China, their 
optimism regarding the Chinese situation 
would have been considerably modified. 

The Japanese Government disclaim any 
intention of entering into a meticulous 
criticism of details in the Report, which 
they recognize furnishes a valuable com- 
pendium of events. They limit them- 
selves to the formulation of certain obser- 
vations on matters of capital importance. 

They have not the remotest intention of 
casting any reflection on the conscien- 
tious nature of the Report. But they 
feel that the comparative weight to be at- 
tached to the evidence has been wrongly 
estimated. It is apparent on the face of 
the Report that its findings are based on 
newspaper articles, letters of casual cor- 
respondents and private conversations, as 
well as on authenticated official ma- 
terial; and the right of elucidating the 
degree of credit which attaches to this 
miscellaneous evidence must be reserved. 

It is used invariably against Japan, 
and this is particularly noticeable in the 
sections of the Report which deal with 
the incident of Sept. 18 and with the 
establishment of the independent State 
of Manchukuo. In the former case it 
leads to a complete misconstruction of 
the motives which actuated the Japanese 
armed forces, and, in the latter case, to 
the presentation of suggestions for the 
future government of Manchukuo which 
are consistent neither with the tenor of 
the remainder of the Report nor with the 
realities of the situation. 

After these preliminary remarks, the 
Introduction closes with a disclaimer of 
any such bitter feeling toward the Chi- 
nese people as a whole as is suggested by 
some passages of the Report. Japan 
looks forward to ages of prosperous and 
friendly cooperation between the two 
peoples. 


CHAPTER I—CHINA 


A GENERAL SURVEY 
The Japanese Government acknowledge 


that the Report contains many conclu- 
sions flowing for the most part from ob- 
served facts. But these observations and 
conclusions are enveloped in a mist of 
optimism, the glamour of which is cer- 
tain to be misleading to any one who 
does not know the true facts. 


The Commission appear to be surprised 
by such statements as that ‘China is 
not an organized State’’ (p. 17), and that 
“China is in a condition of complete 
chaos and incredible anarchy”’ (p, 17). 
They call attention to ‘‘an altogether dif- 
ferent attitude that was taken at the 
time of the Washington Conference by 
all the participating Powers,’’ when in 
fact if conditions were bad then, they 
are worse now. That most of the many 
contending factions, from which the Na- 
tional Government at Nanking secure 
no obedience, may aim at the ideal of a 
united China, of which each thinks to 
be the master, is possible enough; but 
that does not make China united, as the 
Report seems to suppose. 


At the time of the Washington Confer- 
ence, it was possible to hope for an early 
restoration of unity and peace to China. 
Events have belied that hope. The strug- 
gles of rival militarists have become in- 
grained and endemic; the situation is 
wholly different from that of 1922. 

The Japanese Government proceed to 
cite several passages in which the Report 
in emphatic and unqualified terms re- 
cords the prevalence of violent upheavals 
and dissensions in China, forcing the 
Central Government to fight for its very 
existence, and culminating in the state- 
ment that ‘‘not even the semblance of 
unity could be preserved’? * °* * ‘‘when 
powerful war lords concluded alliances 
amongst themselves and marched their 
armies against Nanking,’’ in a contest 
which in their eyes was ‘‘never an act 
of rebellion,’’ but ‘‘simply a struggle for 
Supremacy * * *’’ (p. 17). It is asked 
how these statements can be reconciled 
with others in the Report—e. g., that 
“the central authority is not at least 
openly repudiated’’ (p. 17). The strug- 
gles between rival war lords are very 
far from having come to an end—several 
actual examples of this are cited, includ- 
ing the strife between Liu Wen-hui and 
Liu Hsiang in Szechwan, which no ef- 
forts on the part of the Central Govern- 
ment have been able to terminate. Fur- 
ther, there now exists the formidable 
Communist movement, which the Report 
admits has ‘‘become an actual rival of 
the National Government,’’ possessing 
“its own law, army and Government, 
> own territorial sphere of action” 

p. : 

Upon this rapid review of the ‘‘disrup- 
tive forces,’’ the continually controlling 
character of which the Report duly 
recognizes, it is the conviction of the 
Japanese Government that, contrary to 
the view expressed in the Report that 
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“considerable progress has in fact been 
made” since the date of the Washington 
Conference, an impartial examination 
will show that the condition of China is 
in fact much worse. 


B. ANTI-FOREIGN ACTIVITIES IN CHINA. 


The admission of the Report is quoted 
to the effect that the progress of China 
has been ‘‘hampered by the virulence of 
the anti-foreign propaganda which has 
been pursued”’ (p. 18). The Commission 
remark that this propaganda is especial- 
ly notable in two directions—viz., in the 
matter of boycotts and anti-foreignism 
in the schools. As the detailed discus- 
sion of these two matters is dissevered in 
the Report, the Japanese Government 
show that it is necessary, in order to 
appreciate the situation properly, to co- 
ordinate them, and to exhibit them as 
manifestations of one underlying spirit of 
hostility. 

The National Government, permeated 
by acute anti-foreign feeling, are work- 
ing earnestly to instill a virulent hatred 
of foreigners into the minds of the young- 
er generation. Fifty millions of young 
Chinese are growing up under the influ- 
ence of violent ideals, constituting a ter- 
rific problem for the future. The Nan- 
king Government are doing their best to 
foster this alarming process, as is evi- 
dent from the Report, which observes 
that ‘‘a perusal of the textbooks used in 
the schools leaves the impression on the 
mind of a reader that their authors have 
sought to kindle patriotism with the 
flame of hatred, and to build up manli- 
ness upon a sense of injury’’ (p. 15)— 
and shows how the result has already 
been to induce the students to engage in 
violent activities. i 

In the same way the Report recognizes 
that the Chinese boycotts have been the 
definite expression of a hostile attitude 
on the part of China toward Japan, and 
that they are consequently detrimental 
to friendly relations between those coun- 
tries both from a psychological and from 
a material point of view. This confirms 
what the Japanese Government have al- 
ways maintained; but they would add 
that the boycott has taken on the special 
feature in China of being employed as 
an instrument of national policy and as 
a lever by which to extort from other 
nations the abandonment of treaty rights. 
They concur with the Report in holding 
the Nationalist party responsible for the 
boycotts, but they point out that it is not 
a mere political party in the Occidental 
sense, but a constitutional State organ, 
for whose acts the National Government 
must be responsible. 

Returning to the necessity for coor- 
dinating these quasi-hostile activities of 
educational propaganda and the boycott, 
the Japanese Government emphasize the 
fact, not brought out in the Report, that 
they are only two phases of one under- 
lying phenomenon, the anti-foreign pol- 
icy of the Kuomintang and the National- 
ist Government. It is this avowed policy 
of theirs which has contributed to alarm 
foreign Powers, and increased their re- 
luctanee to surrender the rights which 
constitute at the moment their only pro- 
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tection. The Report recognizes that the 
Kuomintang and its ‘‘demands’’ have 
‘introduced to the nationalism of China 
an additional and abnormal tinge of bit- 
terness against all foreign influences’”’ 
(p. 18), but this is to understate the case. 

The Kuomintang party have time and 
again announced as their basic foreign 
policy the abolition of foreign rights and 
the unilateral denunciation of ‘‘unequal’’ 
treaties. They have repeatedly pledged 
themselves to the public to carry out this 
policy. They have carried legislation put- 
ting their principles into practice. Their 
law of Dec. 28, 1929, provided for the 
abolition of extraterritorial rights as from 
Jan. 1, 1930, and in January, 1930, they an- 
nounced their intention of abolishing ex- 
traterritoriality by other than diplomatic 
means unless a satisfactory settlement 
could be immediately arrived at, and, in 
fact, regulations were then issued for the 
administration of justice in the case of 
foreigners. It will be apparent, there- 
fore, that foreigners and their rights in 
China were faced with serious dangers 
prior to Sept. 18, 1931. 

And, as the Report observes, ‘‘Japan 
has suffered more than any other Power 
from this lawless condition” (p. 23). 


C. ABNORMAL STATUS OF FOREIGNERS. 


The internal disintegration which lies 
at the very heart of the capital question 
of China, together with the state of con- 
stant insecurity to which the lives and 
property of foreigners are consequently 
exposed; the inculcation of hatred in the 
schools, and the anti-foreign propaganda 
among the adolescent; the perfected 
methods of boycott to be applied to for- 
eigners of one nationality or another; 
the unilateral denunciation of treaties, 
along with the rest of the measures de- 
rived from the theories of ‘‘revolutionary 
diplomacy’’—all contribute to invest the 
problems which are presented by China, 
destitute as she is of a strong and united 
government, with an entirely special 
character, and prevent the application of 
usual methods of solution. Such anti- 
foreign characteristics as have been de- 
scribed—unparalleled elsewhere — have 
obliged foreign Powers to maintain a sys- 
tem for the protection of their rights and 
interests at their own hand. They not 
only have extraterritorial rights but po- 
lice and administer whole ‘‘concessions’’ 
in Tientsin, Hankow, Shanghai and other 
cities, and maintain the necessary troops 
and ships to protect their rights directly 
by force of arms, nor is this an empty 
form, There have been many occasions 
on which these troops and vessels have 
been actively employed. 

It is thus clear that the position of for- 
eign Powers in China is an altogether ex- 
ceptional one, without parallel in other 
parts of the world. The Report itself 
admits that until the discrepancy between 
China’s aspirations in the field of foreign 
relations and her ability to discharge the 
functions of a modern government in the 
sphere of domestic affairs has been re- 
moved, ‘‘the danger of international fric- 
tion and of incidents, boycotts and armed 
interventions will continue” (p. 23). 
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The application of the ‘‘peace machi- 
nery,’’ as constituted at present, encoun- 
ters inseparable obstacles in regard to 
such a country. The abnormal conditions 
prevailing in China and the fact that the 
Powers refuse accordingly to modify the 
abnormal and extraordinary institutions 
— mentioned, are sufficient proof of 

is. 


CHAPTER II—MANCHURIA 
A GENERAL SURVEY 


The Japanese Government remark on 
the failure of the Commission to realize 
that Manchuria is not naturally and nec- 
essarily a part of China. They observe 
that, on the contrary, its union with 
China has only been temporary and ac- 
cidental, and they quote the published 
opinion of M. Escarrs, an adviser to the 
Nanking Government in Le Chine et Le 
Droit International (p. 240), to the ef- 
fect that the bond between the two was 
a ‘‘lien personel,’’ due to the fact that 
the Manchus occupied the Chinese throne 
—a bond the basis of which disappeared 
with the fall of the Empire and which 
the Republic did little to strengthen. 
Even assuming that in this ambiguous 
post-Empire state of things Manchuria 
must be pronounced to have been for the 
moment duly incorporated with China-- 
a large assumption—the fall of the united 
Republic in 1916 signalized the break-up 
of all unity of government in China. 
None of the governments arising in that 
vast area had any title to supremacy 
over the rest, and the eventual establish- 
ment of a government at Nanking, and 
its recognition as a legitimate govern- 
ment by the powers, could not invest it 
with authority over regions such as Man- 
churia, which had never been subject to 
its sway. In point of fact, Chang Tso- 
lin never took orders from any of the 
various parties who from time to time 
seized authority in Peking, though he 
may have consulted their inclinations 
when it suited him to do so. ‘‘He seems,’’ 
says the Report, ‘‘to have looked upon 
his relations with the government in the 
sense of a personal alliance’’ (p. 28), and 
it gives many instances of his indepen- 
dence. The Report, indeed, argues that 
in adopting this attitude ‘the did not 
mean to be independent of China’’ (p. 
28-29), but in his declaration of May, 
1922, to the foreign Ministers in Peking, 
Chang Tso-lin plainly states that the 
Northeastern Provinces ‘‘are not recog- 
nized as territories of the Republic of 
China.’’ His son, General Chang Hsueh- 
liang, has adopted essentially the same 
attitude. As the Report says, his ‘‘rela- 
tionship with the Central Government 
depended in all affairs * * * on vol- 
untary cooperation. Orders or instruc- 
tions requiring unquestioning obedience 
would not have been tolerated. Appoint- 
ments or dismissals against the wishes 
of the Manchurian authorities were un- 
thinkable’’ (p. 30). The Report thus 
clearly demonstrates the entire indepen- 
dence of Manchuria under the Changs 
from subjection to, or interference by, 
any Chinese Government. 


CURRENT HISTORY, JANUARY, 1933 


B. MISGOVERNMENT UNDER THE CHANG 
DYNASTY 


The Commission note, while they some- 
what extenuate, the maladministration 
that prevailed under the Changs. Their 
statement is effective, even in its prud- 
ishly moderate form, as showing how the 
Manchurian people labored under an op- 
pressive yoke of official and militarist 
victimization, and how unlikely it is that 
any artificial Japanese stimulus was nec- 
essary in order to induce them to break 
it when the opportunity came. ‘‘Military 
expenses are estimated to have amounted 
to 80 per cent of the total expenditure.” 
‘“‘All power resided in the hands of a 
few military men.”’ ‘Corruption and 
maladministration continued to be the 
unavoidable consequences.’’ ‘‘The author- 
ities further taxed the people by steadily 
depreciating their redeemable provincial 
currencies.’’ ‘‘Officials used their power 
to gather wealth for themselves and their 
favorites.”’ 


C. SPECIAL POSITION OF JAPAN 


The ‘‘special position’’ of Japan in Man- 
churia, to which so much mystery is at- 
tached, is a very simple matter. It is 
nothing but the aggregate of Japan’s ex- 
ceptional treaty rights, plus the natural 
consequences of her propinquity, geogra- 
phical situation and historical associa- 
tions. Her interests there are exceptional, 
intimate and vital, and justify measures 
of self-protection on the standard prin- 
ciple laid down in the Caroline case: that 
every act of self-defense must depend for 
its justification on the importance of the 
interests to be defended, on the im- 
minence of the danger and on the neces- 
sity of the act. This special position of 
Japan does not give her, nor is it as- 
serted to give her, a general and vexa- 
tious right of intervention in the admin- 
istration of the country. But it creates 
a position in which she must defend her- 
self with uncommon energy against mil- 
itary attack. 

This special position—economic, stra- 
tegic and historic—is fully admitted in 
the Report. It observes, however, that it 
‘‘conflicts with the sovereignty of China.” 
Such is not the case, for it is well es- 
tablished that rights granted by a sov- 
ereign State in the exercise of its sov- 
ereignty do not ‘‘conflict with’’ but on 
the contrary constitute an exhibition of 
that sovereign power. Nor can the spe- 
cial circumstances of fact which render 
Manchuria so important to Japan pos- 
sibly conflict with the local sovereignty. 
They only make it somewhat more liable 
than otherwise to the remote possibility 
of the occurrence of acts of self-defense— 
a liability to which the most powerful 
States must necessarily be subject, as 18 
shown by the case of the Caroline. 

The Report makes no acknowledgment 
of the civilizing work accomplished_by 
the South Manchuria Railway under Jap- 
anese management and control. It lays 
stress on the development of Manchuria 
effected by the influx of an industrious 
Chinese multitude. But this influx was 
not due (as it suggests) to an official 
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Chinese policy, but to the attractiveness 
of Manchuria in remaining free, owing to 
the presence of Japan, from the scourge 
of war.. The ties of this new population 
with their old abode are, as observed by 
the Report, ‘‘chiefly racial and_ social 
(p. 125). It is difficult to understand 
the emphasis which the Report places on 
the political effectiveness of this non- 
political, non-economic bond. 


D. ATTACKS ON JAPAN’S POSITION 


Although the Report says little concern- 
ing the enterprises and establishments of 
the Japanese in Manchuria, it is these 
that have been _the objects of Chinese 
attacks. The Report examines them 
(Chapter 3) under the heads of: 

1, Encircling policy against the South 
Manchuria Railway. 

2. Obstacles to leasing land and exer- 
cise of other treaty rights. . 

3. Oppression of Japanese subjects (es- 
pecially Koreans). ; 

4, The assassination of Captain Naka- 
mura. : 

But it deals with these matters piece- 
meal, and fails to coordinate them into 
one whole, animated by one basic cause: 
a fixed intention to annihilate Japanese 
rights in Manchuria. This is an all-im- 
portant matter as showing the genesis of 
the incident of Sept. 18, 1931, and it is 
regrettable that the telling summary of 
the various attacks upon Japan’s position 
which is contained in Chapter 2 of the 
Report is left ‘‘in the air’? and is not 
related, as it should have been, to the 
account of the origin of the incident 
which is given in Chapter 4. 

The summary in Chapter 2 shows that 
what the Report styles ‘‘a forward pol- 
icy’ had already been adopted in Man- 
churia before the union with the Nation- 
alists, and that after that event Man- 
churia ‘‘was opened to well-organized 
and systematic Kuomintang propaganda 
(pp. 30, 31), the serious effects of which 
the Commission describe in detail. Noth- 
ing of all this is mentioned in Chapter 4 
(the Sept. 18 incident), where the ‘‘for- 
ward policy’? is indeed ascribed to the 
Japanese. The whole background of the 
incident is cut adrift. All the evidence of 
an aggressive determination on the Chi- 
nese side is discarded. It is replaced by 
a collection of surmises why the Japa- 
nese might be supposed to have been pre- 
pared for resumption of a ‘‘positive pol- 
icy.’ The result is to put before the 
reader in Chapter 4 domestic discontent 
in Japan, instead of Chinese aggressive- 
ness, as the cause of the incident. 

In fact, the Japanese Government were 
doing all in their power to lessen the 
tension, and to diminish the likelihood of 
an appeal to force. , 

Many instances can be given of the 
truculence and insolence prevailing in 
General Chang MHsueh-liang’s army _in 
Mukden, and it is instructive to notice 
that when the Japanese troops entered 
the North barracks there, there was 
found on its walls a placard exhorting 
the men in the garrison to ‘‘look at the 
railway running along the west side of 
these barracks!’”’ It is little wonder that 
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at this very spot the explosion was en- 
gineered by those very men, The para- 
mount necessity of avoiding the smallest 
act which might explode the inflammable 
atmosphere must be apparent to every 
one who realizes the growing aggressive- 
ness of the Chinese. 


CHAPTER III—THE INCIDENT OF 
SEPT. 18 AND SUBSEQUENT 
OPERATIONS 


The account of the Japanese military 
authorities is upheld as entirely correct, 
and the Council are referred to it for 
certain details which are omitted from 
the summary of it contained in the Re- 
port. The conclusions advanced by the 
Report appear to follow neither from the 
Japanese nor the Chinese account, and 
seem to have been influenced by outside 
information. They recognize the fact of 
the explosion on the night of the 18th, 
but they add that the damage done was 
—_ of itself sufficient to justify military 
action. 


But, as has been already observed, the 
Report fails to bring out and take ac- 
count of the state of acute tension which 
it admits to have existed, and it also mis- 
interprets the fact that the Japanese 
Army certainly had a plan to deal with 
such a situation as in fact arose. The 
former matter has just been dealt with. 
As respects the existence of ‘‘a carefully 
prepared plan to meet the case of pos- 
sible hostilities’’ (p. 71), the Japanese 


Army undoubtedly had such a plan, and 


it would have been a gross dereliction of 
duty if it had not. It was faced by a 
numerically far superior force, outnum- 
bering it by twenty to one, and possessed 
of a vast supply of material, including 
airplanes. To prevent itself from being 
overwhelmed, it had to have a plan of 
which the execution, when once the 
alarm arose, was almost automatic. It 
was, in fact, ‘‘put into operation with 
swiftness and precision’? (p. 71), and 
properly so. 

The Report draws an unfavorable con- 
trast between the preparation bf this plan 
on the Japanese side and the supposed 
absence of plans on the part of the Chi- 
nese. It also refers to a telegram asserted 
to have been dispatched on Sept. 6 by 
General Chang MHsueh-liang instructing 
the troops to avoid having recourse to 
force. Such a telegram, if indeed it was 
actually sent and circulated, might have 
been canceled or disobeyed, for Chinese 
discipline is notoriously bad. In point of 
fact, the Chinese did attack on that night 
and did continue to resist force of arms. 
Indeed, the Report observes that there 
was no “concerted or authorized’’ Chi- 
nese attack, leaving it open to infer that 
there was an unofficial one. That, ‘‘con- 
certed or authorized’ or not, put the 
Japanese emergency plan automatically 
into motion. 

The Report adds that “the military 
operations of the Japanese troops dur- 
ing this night * * * cannot be regarded 
as measures of legitimate self-defense.’’ 
It is entirely impossible to accept this 
gratuitous opinion. 
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The statements at the time of the nego- 
tiations which led up to the signature of 
the Briand-Kellogg Treaty for the Out- 
lawry of War, made by Mr. Kellogg him- 
self on June 23, 1928, by the Senate of the 
United States, by the British Foreign 
Minister of the day (notes of Sir A. Cham- 
berlain K. G., May 19, July, 1928), and by 
the French and German Governments, 
clearly reserved the right of self-defense 
and none contradict the observation made 
by Mr. Kellogg that ‘“‘every nation * * * is 
alone competent to decide whether cir- 
cumstances require recourse to war in 
self-defense,’? which the British and 
French notes expressly corroborate. The 
right to pronounce on the legitimacy of 
the Japanese military measures therefore 
rests solely with the Japanese Govern- 
ment. 

The right of self-defense demands, 
according to Daniel Webster’s standard 
definition, a case of ‘‘necessity, instant 
and overwhelming, allowing no choice of 
means and no instant for deliberation.”’ 
With these conditions the incident of 
Sept. 18 precisely complies. There was 
the danger constituted by an overt act 
by members of a vastly superior force, 
capable, if not nipped in the bud, of driv- 
ing the Japanese into the sea. There was 
no choice of means—what else was to be 
done? There was no instant for delib- 
eration—the open attack was already 
launched. The interests at stake were 
no less than the whole position of Japan 
in the Far East. 


It is as impossible as it would be unjust 
to make Japan responsible for the further 
events which supervened on the Chinese 


resistance. 'There is no knowing how far 
resistance to measures of self-defense 
may develop, as was evidenced in the 
battle of Navarino, which was desired by 
no one, but which in the then state of 
tension was precipitated by a chance 
shot, with the most momentous conse- 
quences. 

In short, the whole series of operations 
were entailed by the putting into execu- 
tion of a plan carefully prepared to meet 
the alarming eventuality of a Chinese at- 
tack. They had no relation to anything 
but self-defense, and the Japanese Gov- 
ernment cannot allow either their neces- 
sity or their appropriateness to be the 
subject of discussion. 


CHAPTER IV—THE NEW STATE 


It is first observed that the conclusion 
of the Report that ‘‘the maintenance and 
recognition of the present régime in Man- 
churia would be equally unsatisfactory’”’ 
with the restoration of the former state 
of things, appears to have been reached 
with little reference to proved facts; and 
regret is expressed that the Commission, 
giving little weight to the solemn declara- 
tions of the Japanese Government and 
the documents presented by them, have 
apparently listened to the opinions of 
unidentified persons and accorded cre- 
dence to letters and communications of 
doubtful or unknown antecedents. Ac- 
cordingly, the Japanese Government pro- 
ceed to enlighten the Council more fully. 


CURRENT HISTORY, JANUARY, 1933 


A. ESTABLISHMENT OF MANCHUKUO 


Exception is taken to the statement in 
the Report that nothing was ever heard 
of the independence of Manchuria before 
September, 1931. It is recalled that Man- 
churia has always constituted a special] 
territory, geographically and historically 
distinct from China proper. There was 
no power in the Republic to annex it to 
China proper and its independence was 
at least twice proclaimed by Chang Tso- 
lin. The expensive ambitions and adven- 
tures undertaken by him and his suc- 
cessor, with the misgovernment which 
that expense entailed, gave rise to a 
movement known as ‘‘Paoching Anmin” 
(‘Preserve the Frontiers and Give 
Peace.’’). From such a movement to in- 
dependence in name as well as in fact 
was a trivial step. This movement is a 
historic fact: the leaders were Mr. Wang 
Yung-chiang and Mr. Yu Shung-han, that 
same Mr. Yu who, after Sept. 18, became 
the organizer of the ‘‘Self-Government 
Guiding Board.’’ It is surprising, there- 
fore, that the Report should aver that in- 
dependence movements had not been 
heard of. There was in existence this 
definite movement implying Manchurian 
independence of China proper and free- 
dom from the misrule of the Changs. 

Coming to the actual establishment of 
the new State of Manchukuo, the Report 
states categorically that its proclamation 
was inaugurated, organized and carried 
through by the Japanese; that the activi- 
ties of the Japanese headquarters staff 
were marked, from Sept. 18 onward, by 
political motives; and that the General 
Staff in Tokyo lent the movement their 
assistance and gave directions to its or- 
ganizers. The facts are otherwise. When 
the followers of General Chang Hsueh- 
liang disappeared, as they mainly did 
after the events of Sept. 18, 1931, local 
leaders began in the different districts 
to carry on the machinery of daily life, 
and the Japanese Army, whose impera- 
tive duty it was to do no more than was 
necessary in the exercise of their meas- 
ures of self-defense, welcomed this incip- 
ient organization and assisted it by all 
means. That eventually such nuclei of 
administration coalesced into district, 
provincial and national bodies was very 
natural and even serviceable. That they 
should have developed into a genuine 
State is no matter for astonishment, and 
offers no occasion for invoking an imag- 
inary Japanese stimulus. 

‘The movement already existed to get 
rid of the Chang dynasty, and this easily 
slid into a movement for disclaiming con- 
nection with China. It comported well, 
moreover, with another existing move- 
ment: viz., that which aimed at the res- 
toration of the Manchu dynasty. The 
Report itself admits that the movement 
in favor of local, provincial or State in- 
dependence was the work of highly placed 
Chinese, Manchus or Mongols; we need 
only name Dr. Chan Hsiu-popo, Mr. Yuan 
Chin-kai, Sr. Chang Yin-ching, Sr. Hsieh 
Chieh-shih, Sr. Yu Chung-han, General 
Tsung Chih-yi, General Hsi Hsia and 
General Chang Chin-hui. Chinese, Man- 
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chus and Mongols alone compose that 
Northeastern Administrative Council—the 
germ of the new State. An examination 
of the dates will show how impossible 
it is that any Japanese authorities should 
have organized and stimulated an inde- 
pendence movement which showed itself 
active by Sept. 26—-on which day the 
Fengtien Committee for the Preservation 
of Order was already issuing declarations 
which contemplated the independence of 
Manchuria. Several other early declara- 
tions in a similar sense can be adduced. 
The correet inference is that the aspira- 
tions of the leading Chinese and Manchu 
inhabitants spontaneously and naturally 
found a sphere of action hitherto denied 
them on the disappearance of so objec- 
tionable an administration as that of the 
Chang dynasty. 

Neither the Japanese Government nor 
the Japanese Headquarters Staff gave 
these wider ideas any encouragement. 
Baron Shidehara, then Minister of For- 
eign Affairs, and General Minami, Minis- 
ter of War, both issued instructions on 
Sept. 26 strictly forbidding participation 
by the Japanese in the various attempts 
to establish a new political authority in 
Manchuria; and in conformity with these 
instructions the Japanese, civil as well as 
military, uniformly abstained from inter- 
ference. When the movement had finally 
established itself among the Chinese, 
Manchus and Mongols, of course, the Jap- 
anese should no longer ignore it. The 
“Self-Government Guiding Board’’ was 
an institution not created until Nov. 10, 


and was under the management of a 
Chinese. Yet the Report represents it as 
an organ of the Kwantung Army head- 


quarters. This is a mere repetition of 
the allegations in the Chinese memoran- 
dum, corroborated, according to the re- 
port, by ‘‘reliable’’ witnesses, who are 
left unidentified, and it is completely at 
variance with the facts. 

It may probably be true, as the Report 
says, that such a movement in favor of 
a change of government could not have 
been carried through but for the presence 
of the Japanese troops. But they were 
merely in the exercise of a lawful right 
of self-defense, and if the independence 
movement took advantage of the condi- 
tions thus created, that altered in no 
wise the spontaneity of the movement. 
There are many instances in other con- 
tinents where independence has been 

roclaimed by the presence of foreign 
orces, and where that independence has 
never been questioned. 

It is true, also, that the Nine-Power 
Treaty of 1922 prevents the signatory 
powers from impairing the sovereignty 
of China. But it is irrelevant. If in the 
due fulfillment of her lawful rights a 
Signatory power finds herself in Chinese 
territory, she cannot be responsible for 
the consequences. If these consequences 
impair Chinese sovereignty or integrity, 
it is not she who is to blame. Even sup- 
posing, therefore, that Manchuria under 
General Chang Hsueh-liang was really an 
integral part of China, still Japan can- 
not be answerable for the consequences 
of her proper and necessary action. 
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To deny that the present régime is to 
be regarded as the outcome of a natural 
and spontaneous movement is to admit 
that all the evidence presented by Man- 
chukuo has been disregarded, including 
the Histoire de l’Independance du Man- 
choukuo with its detailed and specific 
account of the many demonstrations 
which have set the seal of their approval 
upon the new government. It is repeated 
confidently that the movement was a 
genuine, spontaneous, popular and nat- 
ural one. The old crown domain installed 
the descendant of its ancient chiefs, to 
secure it alike from the oppressions of 
its quondam militarist tyrants and from 
the anarchy of China proper. Why this 
rational and natural step should be as- 
cribed to the machinations of Japan, it 
is hard to imagine. 


B. ATTITUDE oF ITs INHABITANTS 


A striking feature of this part of the 
Report is the great credit attached to 
the 1,500 letters of unidentified Chinese, 
all but two of which are said to be un- 
favorable to Manchukuo and Japan, and 
the little weight ascribed to official 
memoranda and to the petitions and dec- 
larations of responsible bodies which 
enumerate the grievances which the popu- 
lation had against the late administration 
and give voice to its aspirations and its 
hopes. 

Considering the vigor and activity of 
Chinese propaganda, it is really astonish- 
ing that only one in 20,000 of the inhab- 
itants of Manchuria was moved to write 
against the new régime, and it is a fact 
that tells in favor of the latter. In the 
same sense stands the positive evidence 
afforded by assemblies and delegations, 
all strongly in favor of Manchukuo; this 
is all dismissed by the Report as due to 
Japanese machinations, but, as has been 
already observed, it is surely intelligible 
that a people who had been systemati- 
cally ‘‘squeezed,’’ oppressed and defraud- 
ed by their rulers would not need the 
stimulus of Japanese threats and bribes 
to induce them to accept a government 
which at least offered them a chance of 
security for the products of their labor. 
The Report, indeed, systematically lays 
stress on every voice which is critical of 
Manchukuo, and discounts or discredits 
every opinion—such as that of the Ko- 
reans and Mongols—which is favorable to 
the new régime. 

Fortunately the truth is more encourag- 
ing than the unfavorable picture drawn 
in the Report. Itis unnecessary to enum- 
erate the signal marks of acceptance 
which, in spite of the effort of the ene- 
mies of Manchukuo, the population has 
continuously accorded to the new régime. 
It is a civil government, the first of this 
character that the people of the country 
have known since the Manchu dynasty 
was overthrown, and this civil character 
stands out conspicuously in comparison 
with any of the autocratic militarist gov- 
ernments which at present bear rule in 
China. 


C. PROSPECTS 
The Report thinks that ‘‘after making 
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every allowance” ‘‘there is no indication 
that the government will in fact be able 
to carry out any of its projected reforms’’ 
and it singles out the budget and cur- 
rency reforms for special skepticism. 

Contrast this critical attitude with that 
exhibited in Chapter I of the Report, 
where the attempts, mostly abortive, and 
programs of Chinese reformers are ap- 
preciatively recorded. It will be noted 
that while China is given credit for hav- 
ing accomplished much, Manchukuo is 
coldly frowned upon as not very likely 
ever to accomplish anything. And this, 
although she has already really put sev- 
eral of her contemplated reforms into 
actual execution. 

Attention is especially drawn by the 
Japanese Government to two points: the 
restoration of peace and order in Man- 
chukuo and the management of its 
finances. 

The establishment of a new State is 
commonly attended by disturbances. In 
this case, the disbandment of vast regu- 
lar armies in the employ of the old régime 
has turned them adrift to become ban- 
dits. Manchukuo is working hard tio 
disperse the major hordes; the second 
stage will be the suppression of any 
minor groups which may remain, by po- 
lice methods. The rapid improvement of 
the organization of a regular police force 
is a proved fact, which will contribute to 
this end. Meanwhile the work of sup- 
pression of the major bands is success- 
fully proceeding. ‘The forces of General 
Ma have been destroyed. Those under 
General Li Hai-ching have been defeated. 
Those under Generals Ting-chao and 
Li-tu have been driven into the remote 
regions north of the eastern section of 
the Chinese Eastern Railway. The strong 
bands of brigands which infested an area 
between the Mukden-Hailung Railway 
and the river Yalu, and which constituted 
the principal source of danger in South 
Manchuria, have been annihilated. 

Meanwhile it is significant that all 
these soldier-bandits are recelving ma- 
terial support from China proper; and 
that the operations of minor bandits are 
more and more tending to be directed 
against foreigners, with the evident aim 
of casting discredit upon Manchukuo. 
The final extermination of banditry can- 
not be accomplished in a moment, but it 
is expected that the principal hordes will 
be dispersed within a reasonable period 
of time. 

As regards the financial aspect, for the 
first four months of its existence (March 
1 to June 30, 1932) the receipts and ex- 
penditures of Manchukuo were 9,300,000 
yuan and 9,100,000 yuan respectively, 
showing a credit balance of 200,000 yuan. 
The budget for the fiscal year, July 1, 
1932, to June 30, 1933, shows an income 
of 101,000,000 yuan and an expenditure of 
113,000,000 yuan; while this infers a def- 
icit of 12,000,000 yuan, the budget allows 
for an emergency reserve fund of 15,000,- 
000 yuan, so that the situation is very 
satisfactory. The Central Bank has suf- 
ficient capital, has maintained its paper 
currency at par and has stabilized the 
currency, the circulation of which is very 
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normal. It may be remarked that this 
shows a signal contrast to the actual 
state of things under the Chang dynasty 
Having an excess of exports, Manchu- 
kuo imports a large amount of silver, so 
that it can easily maintain the value of 
~ er 
e Japanese Government prefer n 

dwell on the gratuitous supposition. . 
tained in the Report, to the effect that 
all political and administrative power in 
Manchukuo is in the hands of Japanese 
officials and advisers. These allegations 
can certainly not command the attention 
of the League of Nations. There are, and 
there have been, numerous States ” uni- 
versally acknowledged to be independent 
which employ the services of many offi- 
cials of one or more foreign nationalities 
and others which have foreign troops sta- 
tioned in their territory. he members 
of the League have only recently admit- 
ted that the presence of such foreign 
troops is no obstacle to the admission of 
a State as a member of the society. 

The prospects of Manchukuo, the Jap- 
anese Government consider, are brilliant. 
With a great extent of territory and a 
large population, it has the further ad- 
vantage of possessing natural frontiers. 
Its government have spontaneously de- 
clared that they intend to respect all in- 
ternational engagements made by China, 
so far as they are applicable to Man- 
churia, and that they will faithfully ob- 
serve the principles of the open door and 
equal opportunity. They entertain no 
anti-foreign sentiments. There is no Com- 
munist peril, such as exists in China. 
Manchukuo is still in its infancy, but 
would it not have been an act of justice 
on the part of the Commission, who have 
shown themselves, in spite of all discour- 
agements, so sympathetic toward China, 
to exhibit some degree of patience with 
a State scarcely six months old? 

The difficulty mentioned in the Report, 
of defining the precise relations between 
Japan and Manchukuo, disappears, in 
the light of the Protocol of Sept. 15, 1932, 
which clearly defines the position. Noth- 
ing in this Protocol nor in the acts of 
Japan in cooperating with the new Gov- 
ernment is inconsistent with any of the 
public engagements of this country. By 
the Nine-Power Treaty of Washington 
she joined in an undertaking to respect 
the Sovereignty and the territorial and 
administrative integrity of China. That 
undertaking was never intended to de- 
prive the people of China of the right of 
self-determination. From this it neces- 
sarily follows that signatories cannot be 
disabled from recognizing such a fait ac- 
compli, as required by the necessities of 
international intercourse. Again, Article 
Xx of the Covenant of the League of Na- 
tions is an engagement to respect and 
preserve the territorial integrity of mem- 
bers of the League ‘‘as against external 
aggressions.’’ But if it is by internal de- 
velopments that the territorial integrity 
of a member is impaired, there is noth- 
ing in the Covenant to interfere with the 
right and duty of members to recognize 
that impairment. To hold otherwise 
would be to deny the basis on which 
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many European and most American 
States subsist. 


CHAPTER V—CONCLUSIONS 


The following positions have now been 
advanced: 

(1) That China has, since the Revolu- 
tion of 1911, fallen into a condition of 
confusion bordering upon anarchy, and 
remains in the same condition at the 
present moment; that so long as such a 
state of affairs persists China may prop- 
erly be considered as in a condition of 
national disintegration, and that at least 
under present circumstances it is entirely 
impossible to tell when China may come 
to have a strong and permanent central 
government, even if we grant the ulti- 
mate possibility of that event. 

(2) That because of the fact that such 
a state of affairs prevails in China, for- 
eign lives and property cannot be af- 
forded adequate protection, and that es- 
pecially in recent years the situation has 
been aggravated as a result of the in- 
tensification of internal conflict and the 
operation of the so-called ‘‘revolution- 
ary’ foreign policy of the Kuomintang 
directed against foreign powers. 

(3) That consequently foreign powers 
have continued to exercise exceptional 
powers and privileges in China of a char- 
acter now without parallel elsewhere in 
the world, such as extraterritorial juris- 
diction, settlements and concessions, the 
maintenance of garrisons and the perma- 
nent stationing of warships in inland 
waters. 

(4) That while all foreign powers hav- 
ing interests in China have suffered from 
the anarchical condition and the anti- 
foreign policy of China, Japan has suf- 
fered by far the most severely. 

(5) That Japan stands in the most in- 
timate relation, geographically and his- 
torically, to Manchuria; that she pos- 
sesses in that region important treaty 
rights, besides vast economic interests, 
while great numbers of her people are 
settled there; that, moreover, the ques- 
tion of her own national security makes 
Japan vitally interested in Manchuria 
both from a political and, in fine, stra- 
tegic point of view; that Japan’s position 
in Manchuria is an altogether exceptional 
and special one, unparalleled in other 
parts of the world. 

(6) That of late years the former Man- 
churian authorities resorted to various 
intrigues with a view to undermining 
this special position, and that after the 
rapprochement of General Chang Hsueh- 
liang with the National Government the 
encroachments of the Manchurian au- 
thorities upon the rights and interests of 
Japan, despite Japan’s earnest efforts to 
ameliorate the situation, became increas- 
ingly frequent and flagrant, producing 
an alarming state of tension. 

(7) That it was in this strained atmos- 
phere that the event of Sept. 18 oc- 
curred; that none of the measures taken 
by the Japanese Army at the time of the 
incident, or subsequently exceeded the 
limitation of the right of self-defense; 
and that Japan must on any impartial 
consideration be pronounced to have 


done precisely what any power would 
have done in similar circumstances. 

(8) That Manchuria has always occu- 
pied a separate position, historically as 
well as geographically, in relation to 
China proper, and that its inhabitants 
bitterly resented the tyrannous rule of 
the Changs and opposed the latter’s pol- 
icy which dragged Manchuria into the 
civil turmoil of China proper; that from 
this geographic and historical circum- 
stance, coupled with the popular opposi- 
tion to the Chang family, there sprang 
the movement known as ‘‘Preserve the 
Frontiers and Give Us Peace’’; that the 
foundation of Manchukuo was accom- 
plished by the spontaneous action of the 
Manchurians, with this movement, coup- 
led with the Manchu restoration move- 
ment as its mainspring; that Manchukuo 
is making steady progress, guided by 
sound policy, and has a highly promising 
future before it; and finally, that the at- 
titude of Japan toward the establishment 
of Manchukuo and her eventual formal 
recognition of that State do not violate 
any international engagement whatever. 

The fact must be thrown into relief 
that the Chinese problem and especially 
the Manchurian problem, are character- 
ized by exceptional complexity and by 
abnormal features, which render it diffi- 
cult to apply the formulae commonly em- 
ployed in dealing with international ques- 
tions under ordinary circumstances. Nor 
can the procedure employed in handling 
such an abnormal question, nor any solu- 
tion that may eventually be reached, es- 
tablish precedents for ordinary cases of 
international dispute. To cite the Report: 
‘This is not a case in which one country 
has declared war on another country 
without previously exhausting the oppor- 
tunities for conciliation provided in the 
Covenant of the League of Nations. 
Neither is it a simple case of the viola- 
tion of the frontier of one country by the 
armed forces of a neighboring country, 
because in Manchuria there are many 
features without an exact parallel in 
other parts of the world.’’ (p. 129). 

On the basis of this fundamental posi- 
tion, a few remarks may be made on 
some of the points contained in Chapters 
IX and X of the Report. 

Respecting the solution of the restora- 
tion of the status quo ante, as calculated 
merely to invite a repetition of the diffi- 
culty, the Report, nevertheless, considers 
the maintenance and recognition of the 
present régime an equally unsatisfactory 
solution. The Japanese Government, on 
the contrary, are firmly of the opinion 
that such a solution would contravene 
none of the principles of international ob- 
ligation, would satisfy the aspirations of 
the Manchurians, and would probably 
come to be realized as the only satisfac- 
tory basis of stable relations by China 
herself, The dissolution of the new State, 
which is making rapid and healthy prog- 
ress, or even its international isolation, 
can never be a course adapted to ‘‘the 
realities of the situation,’’ to use the lan- 
guage of the Report. 

Japan cannot afford to leave her rela- 
tions with Manchukuo in a state of in- 
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stability. She accordingly considers that 
the general recognition of Manchukuo, 
and a general cooperation in its develop- 
ment, are the only means of stabilizing 
conditions in Manchuria and of bringing 
peace to the Far East. It is believed 
that any other country placed in Japan’s 
position would have come to the same 
conclusion, and followed the same course 
as herself. 

It was for these reasons that her gov- 
ernment signed the Protocol of Sept. 15, 
which is based upon the above essential 
conditions. 

A foundation has thus been laid for the 
protection of Japanese rights and inter- 
ests, for the preservation of the terri- 
torial integrity of Manchukuo, and for 
the assurance of Manchurian safety 
against external and internal menaces. 

The Report, in a striking passage, al- 
ludes to the salient features of the situa- 
tion, that the ‘“‘position is not static.’’ 
The ‘‘process of evolution’’ and the fact 
that ‘‘events * * * are still developing 
from day to day’’ (p. 132) indicate that 
it is the function of the League Council 
to take account of these developments. 
In studying the Report with due regard 
to the view thus expressed by the Com- 
mission, the Council must necessarily de- 
sire to have full information regarding 
current events (which in point of fact 
will be found to exhibit continued con- 
fusion in China proper and steady prog- 
ress on the part of Manchukuo). Such 
information the Japanese Government 
are always ready to supply within the 
limits of their power. 

As regards certain practical suggestions 
which are put forward in Chapter X, the 
remark of the Report that “it is not the 
function of the Commission to submit di- 
rectly to the governments of China and 
Japan recommendations for the solution 
of the present dispute,’’ is approved as 
a proper one, in view of the Commission’s 
terms of reference. It is clear that the 
suggestions are merely intended as an 
illustration of one way in which the gen- 
eral principles advanced in Chapter IX 
might be applied. Besides this, it is ap- 
parent from the manner in which the 
Report deals with the possible eventu- 
ality of the early recognition of Manchu- 
kuo by Japan, that its authors consid- 
ered that in such a case the importance 
of their suggestions would be consider- 
ably diminished, for they make only the 
vague observation that they ‘‘do not 
think their work would thereby have 
been rendered valueless,’’ and that its 
suggestions might still be ‘‘helpful.’’ On 
this view of the matter the following re- 
marks may be ventured: 

(a) As we shall see, Principle 10 laid 
down in Chapter IX of the Report would 
be liable to result in an international 
control of China proper. In the same 
way, the present suggestions would 
amount in practice to a disguised inter- 
national control of Manchuria, and could 
not be acceptable either to Manchukuo 
or to Japan. 

(b) They appear also to be too refined 
and intricate, and not adaptable to the 
realities of the Far East. Such a plan 
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as is advanced by the Commission calls 
for the minimum requirement that the 
different parties shall each possess the 
sine qua non of a strong stable govern- 
ment. To attempt to apply these sugges- 
tions to the solution of the Manchurian 
question, which is one of unprecedented 
complexity, and one in which one party 
does not possess a strong and reliable 
central government, is to make confusion 
worse confounded. 

(c) Nor is it considered practical to 
demilitarize Manchuria, and maintain 
peace and order by an international gen- 
darmerie. 

It is questionable whether even in Eu- 
rope order could possibly be maintained 
throughout so vast a territory by such a 
system. It could never satisfy the Man- 
churians, and it would be a source of 
great anxiety to the Japanese Govern- 
ment, as it would foment unrest and dis- 
turbances in Manchuria, which is exactly 
what Japan desires to avoid. It would 
make matters worse than the restoration 
of the status quo ante which is rejected 
by the Report itself. 

So much for the concrete suggestions of 
Chapter X. As regards the more abstract 
principles of Chapter IX, on which these 
tentative suggestions are based, certain 
of these, to which Japan has no funda- 
mental objection, have found concrete 
application in the Protocol signed by 
Japan and Manchukuo. But in any view 
of the matter, it follows from the tenth 
and last of these priciples that the other 
(and especially those numbered 4 to 9 
inclusive) cannot be applied ‘‘without a 
strong central government in China’; 
and therefore there can be no question of 
their application as long as the present 
anarchical state of things persists. Nor 
is any such strong central government at 
all likely to be formed without interna- 
tional cooperation, which is scarcely con- 
ceivable (apart from technical assis- 
tance) without some form of interna- 
tional control. In any case, no such re- 
construction of China could be effected 
without a long delay which it is impos- 
sible for Japan to contemplate. 

Any scheme which would tend to de 
stroy that condition of peace and order 
which is now in process of restoration 
will so irresistibly usher in a new era of 
disputes and difficulties. Would it not 
then be better statesmanship to work at 
least for the stabilization of conditions in 
Manchuria? Should not the world, which 
has manifested so much patience and 
sympathy for twenty years in the case 
of China, begin tv entertain sentiments of 
understanding and hope coneerning the 
new State of Manchukuo? The settle- 
ment of the Manchurian question will 
pave the way for the settlement of the 
far greater question of China. It can 
hardly be doubtful that the advent of 
peace and a good and efficient admin- 
istration in Manchuria will set an ex- 
ample for China’s imitation and divert 
her domestic and foreign policies into 
sane and moderate channels, not only 
bringing happiness to the Chinese people 
but allowing other nations to share in the 
resultant benefit. 





